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PREFACE 


The  Medicaid  Cost  Estimation  Manual  was  developed  in  conjunction 
with  a  study  sponsored  by  DHEW  in  1976  to  conduct  a  Comprehensive 
Review  of  Medicaid  Eligibility.     The  major  objectives  of  the  study 
were  to  document  the  inequities  and  disincentives  existing  in  Medicaid 
eligibility  policy,  as  well  as  the  administrative  difficulties  in- 
volving Medicaid  eligibility  determination.     Based  on  this  problem 
analysis,  several  groups  of  alternative  reforms  were  developed.  These 
reforms  ranged  from  relatively  minor  changes  in  program  policy  and 
administrative  procedures  to  sweeping  change.    Whenever  possible,  cost 
estimates  were  made  for  the  proposed  reforms.     This  manual  documents 
the  techniques  used  in  the  estimation  process.     It  shoiald  also  serve 
as  an  aid  to  others  seeking  to  make  Medicaid  cost  estimates. 

David  Ellwood  was  the  author  of  this  manual.     Edward  Neuschler  of 
the  Medicaid  Bureau  at  HCFA  was  the  Government  Project  Officer. 
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The  Medicaid  cost  estimator  faces  a  momamental  task.     He  or 
she  must  take  limited  and  not  wholly  accurate  data  and  use  it  to 
predict  costs  in  a  program  where  eligibility  is  so  complicated 
that  perhaps  only  a  dozen  people  in  the  country  understand  all 
its  intricacies. 

There  are  rewards,  of  course.     There  are  the  sympathetic  gasps 
of  associates  when  one  explains  the  task  at  hand,  although  these 
must  occasionally  be  balanced  against  the  laughter  of  a  few  less 
loyal  colleagues.     There  is  the  opportunity  to  talk  of  tens  of 
millions  of  dollars  as  peanuts.     Finally  there  is  the  opportunity 
for  creative  thinking  since  so  few  have  been  over  the  path  before. 

Ultimately  Medicaid  cost  estimation  can  be  done,  and  the 
results  can  be  meaningful.     But  the  techniques  are  as  much  art  as 
science.     And  the  many  assumptions  are  far  more  important  than  any 
of  the  thousands  of  calculations  on  a  hand  calculator. 

This  volume  is  a  manual  for  persons  interested  in  doing  "quick 
and  dirty"  national  Medicaid  cost  estimates.     It  is  designed  to  help 
the  reader  create  reasonable  estimates  from  aggregate  data  already 
available.     The  techniques  used  require  a  great  many  assianptions , 
and  they  are  severely  hampered  by  the  poor  quality  of  data.  This 
volume  thus  relies  heavily  on  the  estimator's  iinder standing  of  the 
program.     This  is  not  a  beginner's  manual.     Most  estimates  require 
detailed  understanding  of  the  eligibility  provisions  of  Medicaid. 
Anyone  without  a  solid  understanding  of  the  program  is  strongly 
urged  to  read  Appendix  C  carefully  before  attempting  the  manual 
itself.     Appendix  C  provides  some  critical  background  information 


on  the  program.     A  glossary  of  important  terms  and  acronyms  is  also 
included,  after  Appendix  C. 

The  Manual  is  geared  at  only  national  estimates.     Its  primary 
use  will  likely  be  at  the  Federal  level.     Nonetheless,  the  general 
approaches  and  some  of  the  information  may  be  of  use  to  State  author- 
ities . 

With  a  program  as  broad  and  diverse  as  Medicaid,  no  cookbook 
cost  estimation  manual  could  possibly  be  created.     Thus,  this  manual 
does  not  describe  what  to  do  in  every  situation.     It  is  rather  de- 
signed to  help  the  estimator  by  providing  some  techniques,  and  even 
more  significantly,  by  reminding  him  or  her  about  what  is  important  in 
Medicaid  cost  estimation.     It  should  aid  as  much  in  asking  the  right 
questions  as  in  finding  the  answers  to  these  questions. 

USR&E  hopes  that  this  manual  will  provide  useful  guidance  for 
doing  cost  estimation.     The  manual  opens  with  a  presentation  of  a 
rough  framework  for  cost  estimation.     Chapter  3  describes  six  methods 
of  estimation,  discusses  where  each  is  appropriate,  and  what  pitfalls 
lurk  beneath  their  seeming  simplicity.     The  next  chapter  concentrates 
entirely  on  perhaps  the  most  vital  piece  of  Medicaid  cost  estimation: 
benefit  levels.     USR&E  believes  that  a  complete  understanding  of  the 
intricacies  of  benefit  levels  and  disregards  is  so  important  as  to 
merit  a  special  chapter.     After  Chapters  3  and  4,  the  cost  estimator 
should  have  a  pretty  good  understanding  of  the  mechanics  of  cost 
estimation.     The  numerous  data  sources  are  described  in  Chapter  5, 
as  well  as  a  discussion  of  the  data  included  with  this  manual. 

In  principle,  the  estimator  could  go  forth  with  Chapters  2 
through  5  and  create  estimates.     However,  since  it  is  easy  to  oc- 
casionally forget  an  important  group  of  recipients  or  neglect  some 
vital  fact.  Chapter  6  provides  a  grocery  list  of  reminders  for  cost 
estimators.     Don't  forget,  for  instance,  that  three-fourths  of  the 
costs  of  Medicaid  for  the  aged  go  to  long  term  care  institutions. 
In  some  ways  Chapter  6  may  be  the  most  useful  piece  of  the  manual. 

Anyone  who  gets  through  all  six  chapters  may  become  discouraged. 
The  final  chapter  contains  but  two  paragraphs .     It  concludes  with 
the  unsiabstantiated  statement  that  Medicaid  cost  estimation  can  be 
meaningful. 
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Any  time  data  is  as  limited  as  it  is  in  the  Medicaid  program,  the 
cost  estimator  will  have  to  rely  far  more  on  his  or  her  ingenuity  than 
on  a  siirple  formula.     The  data  selected  and  the  method  used  are  likely 
to  vary  dramatically  depending  on  the  specifics  of  the  reform  being 
considered.     Indeed,  some  methods  presented  in  Chapter  3  are  radically 
different  from  others.     Sometimes  the  estimator  will  predict  the  number 
of  potential  eligibles,  the  participation  rate,  and  the  cost  per  parti- 
cipant.    In  other  cases  only  a  single  bottom  line  cost  estimate  will 
be  derived.     It  is  the  goal  of  this  chapter  to  provide  a  rough  concep- 
tual framework  for  all  Medicaid  cost  estimation.     It  presents  what 
information  might  be  sought  in  the  best  of  all  worlds .     And  when  all 
that  information  cannot  be  obtained,  USR&E  hopes  that  it  will  serve  to 
remind  the  estimator  that  he  or  she  is  implicitly  making  assiamptions 
about  potential  eligibles  or  participation  rates  or  average  claims 
costs,  whether  or  not  there  are  estimated  eJ5)licitly.     This  chapter 
also  strives  to  present  the  realities  of  the  task  facing  the  estimator 
and  to  suggest  what  short-cuts  should  be  avoided  and  what  others  are 
worth  considering. 


2.1     The  Ideal  Formula 

In  the  world  of  the  pure  theorist  the  ideal  Medicaid  Cost  Equation 
might  look  like  this: 

n  m 

(2.1)    TOTAL  COST  =     E       E     {eLIG. .   x  PART. .   X  COST. .} 

i=l  j=l 

where 
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ELIG.  .  =  nvuriber  of  persons  of  type  i  potentially  eligible  in 

■"■■^      State  j .     (Persons  are  divided  into  groups  with  similar 
utilization  patterns.) 

PART. .  =  participation  rate  of  type  i  persons  in  State  j.  That 
is,  the  proportion  of  potentially  eligible  persons  in 
group  i  living  in  State  j  who  actually  enroll. 

COST_j^_.  =  average  cost  per  enrollee  in  the  ith  group  in  State  j . 

This  ideal  formula  recognizes  differences  in  potential  eligibles, 
participation  rates,  and  average  costs  by  State  and  type  of  person. 
Still  further  refinement  could  be  made  by  breaking  down  average  costs 
into  average  utilization  by  type  of  service  times  cost  per  unit  of 
service.     Ineligibles  who  somehow  get  into  the  program  could  also  be 
added  to  the  equation. 


2.2     The  Realities 

In  practice,  equation  (2.1)  cannot  be  estimated  fully,  particu- 
larly by  someone  with  very  limited  time  and  resources  seeking  to  pro- 
duce cost  estimates  using  aggregate  data.     Thios  the  Medicaid  Cost 
Equation  is  collapsed  in  one  way  or  another  depending  on  the  method  of 
estimation.     Individual  State  estimates  are  rarely  made.     More  often. 
States  are  broken  into  two  or  three  groups  such  as  medically  needy  and 
categorically  needy  or  AFDC-UF  and  non-AFDC-UF.     Occasionally  an  esti- 
mate is  derived  without  separating  States  into  any  groups  at  all.  The 
participants  (ELIG^^  x  PART^^)  can  sometimes  be  estimated  directly 
without  separate  estimates  of  potential  eligibles  and  participation 
rates.    Even  the  entire  Medicaid  cost  for  a  particular  group  of  recip- 
ients  (ELIG. .  X  PART. .  X  COST. .)   can  be  estimated  directly  in  some 
ID  ID  ID 

cases . 

Regardless  of  how  much  the  Cost  Equation  is  collapsed,  however, 
the  fundamental  formula  should  be  kept  in  mind.     Collapsing  usually 
involves  important  assumptions  and  forgetting  these  could  seriously 
bias  the  estimates.    Any  time  States  or  groups  of  persons  are  treated 
together  there  is  danger  that  important  effects  on  individual  States  or 
special  groups  of  participants  will  be  missed.     The  lack  of  data  un- 
fortunately dictates  that  States  often  must  be  treated  together,  but 
separate  estimates  usually  can  be  made  by  type  of  person. 

In  nearly  all  cases,  estimates  ought  to  be  laade  individually  for 
the  aged,  the  blind,  the  disabled,  AFDC  adults,  and  AFDC  children. 
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Often  these  should  be  further  subdivided  into  the  categorically  needy 
and  medically  needy.    Each  of  these  can  be  divided  again:     the  categor- 
ically needy  into  recipients  of  cash  assistance  and  non- recipients  of 
cash  assistance,  the  medically  needy  into  spend-downers  and  non-spend- 
downers.     If  the  data  support  it,  the  greater  the  number  of  groups 
considered,  the  greater  the  accuracy.     If  no  data  are  available,  then 
carefully  considered  adjustments  might  be  made  if  the  estimator  sus- 
pects bias  has  entered. 

Thus  far,  only  biases  resulting  from  aggregation  over  groups  and 
States  have  been  discussed.     But  even  more  serious  errors  which  are 
often  neglected  can  occur  when  variables  in  the  brackets   (ELIG. . , 
PART^ j ,  COST_j^_.)   are  collapsed  and  only  participants  or  total  costs  are 
estimated  separately  for  each  group. 

Most  of  the  techniques  disciassed  in  the  manual  involve  predicting 
the  change  in  total  costs.     Differentiation  of  equation  (2.1)  helps 
suggest  five  critical  factors  the  cost  estimator  must  keep  in  mind  no 
matter  how  an  estimate  is  derived.     For  each  group  the  estimator  should 
consider : 

•  the  change  in  the  number  of  persons  potentially  eligible 
for  the  program; 

•  the  participation  rate  of  the  newly  eligible  persons; 

•  the  average  claims  costs  of  newly  eligible  persons  (and  the 
difference  between  these  costs  and  average  costs  in  the 
already  participating  population) ; 

•  the  change  in  the  participation  rate  of  persons  already 
potentially  eligible;  and 

•  the  average  claims  costs  of  these  newly  participating  persons 
(and  the  difference  between  these  costs  and  the  average  cost 
in  the  already  participating  population) . 

Estimation  techniques  which  do  not  make  separate  estimates  of  each 
of  these  factors  make  implicit  assumptions  about  them.     The  cautious 
analyst  should  explicitly  consider  what  assumptions  were  implicitly 
made  and  whether  the  estimate  produced  ought  to  be  adjusted  to  reflect 
more  reasonable  assijmptions . 

For  exaitple,  using  macro  estimation,  the  estimator  may  find  that 
the  potentially  eligible  pool  will  increase  by  ten  percent.     If  he 
then  goes  one  step  further  to  predict  cost  increases  of  ten  percent, 
he  has  implicitly  assumed  that  none  of  the  other  four  factors  deserve 
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attention.     Yet  all  foux  may  well  be  important.     New  participants  may 
be  less  sick  than  old  ones,  so  their  costs  would  be  lower.     Or  new 
participants  may  be  primarily  the  institutionalized,  in  which  case 
costs  would  be  much  higher.    The  newly  eligible  persons  may  not  know 
it  and  participation  could  be  very  low.     Or  the  publicity  surrounding 
a  new  program  may  attract  the  attention  of  those  already  potentially 
eligible  but  not  participating.     And  once  again  these  persons  may  have 
very  different  claims  experience  than  the  overall  enrolled  population. 

The  point  being  made  here  is  not  that  separate  estimates  of  po- 
tential eligibles ,  participation  rates ,  and  average  costs  ought  to  be 
made  for  each  group  in  making  each  estimate.     Indeed,  only  one  of  the 
six  techniques  described  in  the  next  chapter  allows  the  estimator  to  do 
so.     Rather,  the  point  is  that  when  separate  estimates  are  not  made, 
the  estimator  ought  to  be  aware  of  what  ass\jmptions  have  been  made. 
And  if  these  assumptions  seem  unreasonable,  he  or  she  must  somehow 
adjust  the  estimate  to  take  account  for  the  implicit  errors. 

2 . 3    Technical  Notes 

Before  turning  to  the  estimation  techniques  themselves,  three 
topics  merit  brief  discussion.     The  first  is  definitional  in  nature. 
Normally,  the  cost  estimator  would  be  inclined  to  estimate  niombers  of 
enrollees  and  cost  per  enrollee.     Unfortunately,  Medicaid  data  is  not 
published  in  that  form.     Only  data  on  "recipients" — persons  who  actu- 
ally received  medical  services  paid  for  by  Jfedicaid — are  reported. 
Since  average  costs  per  recipient  are  certainly  higher  than  average 
costs  per  enrollee,  using  current  data  for  average  costs  can  upwardly 
bias  cost  estimates  if  adjustments  are  not  made. 

A  second  issue  involves  forecasting.     Normally,  the  cost  estimator 
seeks  an  estimate  for  a  future  year  even  though  available  data  is  often 
two  or  three  years  old.     The  practice  followed  in  this  manual  is  to 
calculate  costs  for  earlier  years  and  adjust  these  upward  by  multiply- 
ing by  a  scaling  factor.     Generally,  estimates  are  derived  for  FY  1974. 
All  figures  reported  by  USR&E  are  for  FY  1978.     The  Medicaid  budget  in 
that  year  is  expected  to  be  1.917  times  the  FY  1974  budget.     This  fac- 
tor was  used  in  adjustment.     A  similar  method  was  used  in  adjusting 
figures  calculated  for  FY  1975.     (Table  A-8  in  Appendix  A  gives  the 
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Medicaid  budget  for  fiscal  years  1974  to  1978.)  While  more  sophis- 
ticated forms  of  adjustment  were  considered,  the  current  method  was 
chosen  because  of  its  sheer  ease  of  computation. 

Finally,  this  report  implicitly  assumes  that  none  of  the  proposed 
reforms  will  affect  medical  prices.     Obviously,  for  very  extensive 
reforms  affecting  millions  of  people  this  assumption  may  not  be  en- 
tirely appropriate.    Hopefully,  however,  for  most  of  the  reforms  con- 
templated this  bias  is  not  too  serious. 
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USR&E  has  identified  six  methods  which  can  be  used  to  estimate 
the  terms  of  the  Medicaid  cost  equation:     Simple  Interpretation,  His- 
torical Inference,  Cross -Sectional  Inference,  Macro  Estimation,  Extra- 
polation, and  the  Delphi  Method.     In  this  present  study  only  three 
were  used  extensively  and  one  was  not  used  at  all.     All  the  methods 
will  be  described  below,  but  particular  attention  will  be  paid  to 
those  USR&E  found  most  usefiiL. 

USR&E  has  defined  seven  basic  questions  that  help  lead  the  esti- 
mator in  the  direction  of  the  right  method.  The  methods  below  appear 
roughly  in  order  of  reliability. 

(1)  Does  the  change  involve  modifying  a  current  eligibility 
requirement  in  such  a  way  that  the  primary  effect  will 
be  a  reduction  in  the  currently  eligible  pool?  Are 
there  data  available  which  would  indicate  the  number  of 
enrolled  persons  not  currently  meeting  the  proposed 
requirement? 

If  yes  to  both  questions,  use  Simple  Interpretation. 

(2)  Is  the  change  similar  to  one  which  occurred  in  the  past 
for  which  the  effects  could  be  readily  measured? 

If  yes,  use  Historical  Inference. 

(3)  Does  the  change  involve  extending  to  some  States  a  policy 
already  in  effect  in  many  others? 

If  yes,  use  Cross-Sectional  Inference. 

(4)  Is  the  change  of  such  magnitude  that  national  aggregate 
data  may  allow  a  rough  estimate  of  the  change  in  the 
number  of  persons  potentially  eligible? 

If  yes,  use  Macro  Estimation. 

(5)  If  none  of  the  above  are  applicable,  is  there  some  data 
on  which  to  base  rough  judgements? 

If  yes,  use  Extrapolation . 
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(6)  Are  there  no  data  available,  but  you  know  two  or  three 
people  who  might  have  some  intuitive  sense  of  the  approx- 
imate magnitude? 

If  yes,  use  the  Delphi  Method. 

(7)  Have  you  answered  no  to  all  of  the  above? 

If  yes,  use  the  More  Than  a  Dollar  but  Less  than  the  GNP 
(at  least  in  the  first  year)  Method  and  go  on  to  the 
next  estimate. 


3.1    Simple  Interpretation 

It  is  a  rare  reform  indeed  where  persons  are  cut  off  Medicaid. 
It  is  a  yet  rarer  one  where  there  is  information  on  the  number  of 
currently  enrolled  persons  who  would  fail  to  meet  the  more  restric- 
tive eligibility  criterion.     If  one  is  lucky  enough  to  be  asked  to 
estimate  the  cost  of  a  reform  for  which  both  these  conditions  are 
met,  then  reasoned  use  of  simple  interpretation  is  called  for. 

Simple  interpretation  is  just  what  it  sounds  like  —  simple 
interpretation  of  the  data.     In  the  best  of  all  worlds  the  number 
of  affected  persons  could  simply  be  read  off  a  table  and  the  esti- 
mator would  be  required  only  to  estimate  the  average  medical  ex- 
pense per  person  affected.     But  such  a  simple-minded  approach  is 
not  often  possible.    Where  possible  it  is  not  always  justified. 
Three  very  important  factors  must  always  be  carefully  considered 
when  using  simple  interpretation: 

•  The  data  rarely  give  the  exact  statistics  desired.  When 
interpreting  the  data,  be  sure  the  other  eligibility  cri- 
terion are  clearly  understood.     For  instance,  if  a  $200 

a  month  limit  were  imposed  on  AFDC  deductions  and  dis- 
regards, not  all  persons  with  disregards  exceeding  $200 
would  become  ineligible.     Even  if  recipients  did  not  ad- 
just their  incomes  at  all,  many  persons  exceeding  the 
$200  limit  would  receive  a  reduced  AFDC  cash  grant,  but 
would  not  lose  eligibility  for  Medicaid.     (See  example 
below) .     A  counter  example  occurs  if  a  lower  resource 
limit  were  chosen;  then  all  persons  exceeding  it  would 
become  ineligible  unless  they  adjusted  their  resources. 

•  Where  possible,  newly  ineligible  persons  may  adjust  their 
circumstances  to  regain  eligibility.     Excessive  earned 
income  can  easily  be  reduced,  resources  can  be  spent.  The 
careful  estimator  should  always  remember  that  as  long  as 
participation  rates  for  other  persons  are  unchanged,  the 
number  of  persons  made  ineligible  initially  will  always 
represent  an  upper  bound  on  the  eventual  reduction  in 
eligible  persons. 
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•    Persons  made  ineligible  by  the  reform  may  not  have  "average" 
medical  cost  experience.     For  instance,  persons  with  earned 
income  (working  persons)     probably  use  less  care  than  those 
without  such  income.     More  importantly,  whenever  eligibility 
can  be  maintained  by  altering  personal  circumstances,  those 
who  benefit  most  from  the  program  will  have  the  greatest  in- 
centive to  alter  them.     Thus  sicker  persons  are  more  likely 
to  remain,  while  the  healthier  are  more  likely  to  accept 
their  newly  ineligible  status. 

Usually  one  need  not  worry  about  changed  participation  rates 
for  unaffected  persons.     Unless  the  proposed  reform  creates  a  great 
deal  of  publicity  and  represents  a  sharp  change  in  policy,  few  per- 
sons are  likely  to  be  deterred  from  applying.     Nonetheless,  exten- 
sive publicity  about  more  restrictive  policies  can  dramatically  re- 
duce applications.     During  the  summer  of  1975  in  Massachusetts, 
newly  elected  Governor  Diikakis  announced  that  the  General  Relief 
program  would  be  terminated.     In  fact,   the  program  was  not  termin- 
ated until  some  seven  months  later,  but  all  the  publicity  signifi- 
cantly reduced  the  numbers  of  those  applying  and  curtailed  further 
program  growth  while  the  rules  for  eligibility  remained  largely  un- 
changed.* 

An  example  of  Simple  Inference  is  detailed  below. 


Example  1:     Imposing  a  $200  Maximum  on  Disregards  and 
Deductions 

One  reform  proposed  in  the  main  volume  of  this  report  was 
to  set  a  maximum  on  all  disregards  and  deductions  for  all  fami- 
lies.    To  explore  the  costs  of  this  reform  a  $200  maximum  was 
chosen.     SSA  officials  stated  that  less  than  1/10  of  one  per- 
cent of  all  SSI  persons  would  be  affected  by  the  reform.  It 
is  nearly  impossible  for  AFDC-related  medically  needy  persons 
to  have  disregards  of  this  magnitude.**     Thus  only  the  effects 
on  AFDC  cash  recipients  were  considered .     The  1973  AFDC  survey 
showed  that  approximately  6.5%  of  all  AFDC  families  had  deduc- 
tions exceeding  $200.     Not  all  of  these  would  lose  eligibility 
for  cash  assistance;  some  would  just  have  a  reduced  grant. 
  (continued) 

*Boston  Globe  article  of  May  17,  1976,  "General  Relief — Nine 
Months  Later." 

**See  Section  4.2.1  for  discussion  of  disregards  and  deductions 
for  AFEC-related  persons. 
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(Example  1  continued) 

Perhaps  only  five  percent  (of  all  cases)  would  lose  eligi- 
bility.    But  some  of  these  might  reduce  their  incomes.  Others 
would  spend-down  to  become  medically  needy.     Finally,  the 
adults  in  these  families  (since  most  are  working)  are  likely 
to  be  healthy.     Thus  USR&E  felt  that  a  2.5  percent  reduction 
in  Medicaid  payments  to  AFDC  cash  recipients  seemed  like  a 
reasonable  estimate  of  savings.     In  FY  '74  this  amounted  to 
about  $70  million.     Multiplying  by  1.917  to  adjust  to  get  FY 
'78  figures ,*  the  amount  becomes  $135  million. 

This  is  an  appropriate  first  example  of  cost  estimation  because 
it  illustrates  just  how  important  a  solid  understanding  of  the  pro- 
gram is  in  order  to  make  reasonable  adjustments  in  the  limited  data. 

3.2    Historical  Inference 

Historical  inference  might  be  described  as  a  before  and  after 
technique.     One  looks  at  the  change  in  expenditures  or  niimber  of 
participants  that  occurred  after  a  significant  eligibility  or  policy 
change  took  place  in  the  past  and  uses  it  to  predict  the  effects  of 
a  similar  change  currently  proposed.     The  method  is  probably  most 
commonly  used  for  examining  the  effects  of  small  changes  in  benefit 
levels.     For  instance,  if  the  number  of  enrollees  increased  five 
percent  the  last  time  there  was  a  $10  per  month  increase  in  benefit 
levels,  one  might  predict  that  an  additional  2.5  percent  rise  would 
occur  following  a  $5  a  month  increase. 

Historical  inference  does  by  its  nature  avoid  the  tangled  ques- 
tions regarding  participation  rates  and  even  claims  costs  in  some 
cases.     Since  there  is  reason "to  suspect  that  raising  the  benefit 
levels  will  have  unpredictable  effects  on  participation  rates, 
side-stepping  the  confusion  by  examining  past  experience  is  a  wel- 
come relief.     Unfortunately,  there  is  serious  doubt  that  historical 
inference  provides  a  very  good  guide  for  estimating  even  the  ef- 
fects of  benefit  level  increases.     So  many  puzzling  factors  affect 
caseload  behavior  over  time  that  unless  one  has  a  fairly  reliable 

*See  the  concluding  paragraphs  of  Chapter  2  for  discussion. 
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model  which  predicts  what  the  caseload  would  have  been  without  the 
change,  it  is  difficult  to  isolate  the  effects  a  single  factor  may 
have  had.     Thus  anyone  considering  using  historical  inference 
should  consider: 

•    Only  significant  policy  changes  will  be  detectable  in 
the  data.     Remember  that  many  States  experience  consid- 
erable fluctuations  in  caseload.     Only  a  sharp  diver- 
gence from  trends  should  be  explored  and  then  alterna- 
tive causes  must  be  considered.     Participation  rates 
have  been  increasing  in  recent  years  and  the  economy 
has  been  bad. 

Many  programs  have  relatively  similar  benefit  levels 
and  other  financial  standards.     Policy  changes  can  dra- 
matically change  the  incentives  facing  the  applicant 
because  of  cross  program  effects. 

Increases  in  benefit  levels  can  increase  costs  of  covering 
spend-downers .     Knowing  the  increase  in  the  number  of 
persons  is  not  always  enough.     If  medically  needy  levels 
are  raised,  spend-downs  are  reduced.     Thus  costs  include 
not  only  those  of  new  eligibles,  but  also  the  increased 
costs  for  persons  already  spending  down. 

Historical  inference  is  perhaps  best  used  for  predicting  future 
program  costs  (using  current  trends)  when  few  policy  changes  are  ex- 
pected.    It  is  far  less  appropriate  for  prediting  costs  resulting  from 
policy  changes.     Because  of  the  difficulties  inherent  in  using  histor- 
ical data,  USR&E  chose  not  to  use  this  method  for  making  any  cost 
estimates.     Thus  no  exaitple  is  given. 


3.3    Cross-sectional  Inference 

Cross-sectional  inference  involves  the  comparison  of  the  char- 
acteristics of  the  eligible  population  at  one  given  point  in  time 
in  several  areas.     In  this  sense,  it  is  the  opposite  of  historical 
inference,  which  looks  at  changes  over  time  in  a  single  area.  The 
advantage  of  cross-sectional  analysis  is  that  temporal  factors  are 
controlled.     Cross-sectional  inference  usually  involves  comparing 
proportions  of  the  Medicaid  population  which  fall  into  one  or  an- 
other optional  group  in  several  States.    Cross-sectional  inference 
is  a  very  important  part  of  creating  national  estimates  of  the  costs 
of  extending  certain  optional  programs  such  as  AFDC-UF  or  the  medi- 
cally needy  program  to  all  States. 
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This  method  is  probably  the  most  intuitive  way  for  estimating 
costs.     First,  one  selects  a  base  population  which  exists  both  in 
States  which  have  already  adopted  the  proposed  reform  and  States  which 
have  not  adopted  it.     The  base  population  should  not  be  affected  by 
the  reform.     In  the  States  already  having  the  program,  one  calculates 
the  niamber  of  recipients  who  are  eligible  as  a  result  of  the  policy  or 
program  under  consideration  as  a  proportion  of  the  base  group.  Thus, 
if  one  were  examining  costs  of  extending  AFDC-UF  nationwide,  one  might 
calculate  the  nijmber  of  AFDC-UF  families  as  a  percent  of  non-AFDC-UF 
families  in  States  having  the  program.    One  then  applies  this  calcu- 
lated proportion  to  the  base  in  the  other  States  to  predict  the  change 
in  persons  or  costs.     For  the  AFDC-UF  case,  one  would  multiply  the 
number  calculated  above  times  the  number  of  AFDC  families  in  non-UF 
States.     This  would  yield  a  prediction  of  the  number  of  AFDC-UF  fami- 
lies which  would  become  eligible  if  the  program  were  adopted  nation- 
wide . 

Hidden  beneath  the  seeming  simplicity,  however,  are  some  seri- 
ous assumptions  and  drawbacks: 

•  The  base  population  may  not  serve  as  a  good  guide  for  pre- 
dicting the  number  of  persons  who  might  use  a  new  program. 
Obviously  using  SSI-aged  cash  recipients  as  a  base  for  pre- 
diction of  the  effects  of  extending  the  AFDC-UF  program 
would  be  foolhardy.     But  using  the  AFDC  population  may  not 
be  a  good  guide  either.     Two-parent  families  are  very  dif- 
ferent from  one-parent  families.     If  the  base  chosen  is  a 
poor  predictor,  the  numbers  may  be  wildly  in  error. 

•  The  base  population  may  be  affected  by  the  reform.  If 
AFDC-UF  programs  encourage  family  stability,  there  will  be 
relatively  fewer  single  parent  AFDC  families  in  UF  States 
than  non-UF  States.     If  a  medically  needy  program  allows 
persons  to  go  off  AFDC  but  still  keep  Medicaid,  the  AFDC 
population  will  be  relatively  lower  in  medically  needy 
States.     In  both  these  cases,  using  AFDC  cash  recipients  as 
a  base  might  overestimate  the  costs  associated  with  any 
reform. 

•  One  State's  experience  is  not  always  a  good  guide  for  an- 
other's.    Attitudes  toward  recipients,  p;±)lic  outreach, 
complexity  of  application  all  vary  from  State  to  State. 
Choosing  the  right  base  helps  eliminate  some  of  this  prob- 
lem.   But  if  a  State  actively  tries  to  subvert  a  program, 
it's  impossible  to  predict  the  results. 

•  The  claims  cost  experience  of  some  States  will  often  be  a 
questionable  guide  for  others .    New  York  has  a  large  number 
of  nursing  homes  and  many  persons  on  the  medically  needy 
program  are  in  these  institutions.     Thus,  the  medically 
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needy  budget  in  New  York  is  sizable  in  coitparison 
to  the  non-medically  needy  budget.     Yet,  in  other 
States  where  there  are  few  nursing  homes,  one  would 
not  expect  the  medically  needy  program  to  be  so  costly. 

As  in  all  estimation  procedures,  adjustments  can  and  must  be 
made  for  these  problems,  but  realistically  they  seriously  hamper  ac- 
curate cost  estimation. 

Three  exanples  of  the  use  of  cross-sectional  inference  are 
provided  below: 

Example  2:     Mandating  the  AFDC-UF  Program  in  All  States 

This  is  perhaps  the  simplest  example  of  the  use  of  cross-sec- 
tional inference.     In  October  1974  in  UF  States  there  were: 


226,138  children  in  UF  families, 
4,729,257  children  in  non-UF  families, 

or  UF  children  were  4.78%  of  non-UF  children; 

153,794  adults  in  UF  families , 
1,951,894  adults  in  non-UF  families, 

or  UF  adults  were  7.88%  of  non-UF  adults. 


In  non-UF  States  there  were: 

2,800,298  children  in^AFDC  families, 
989,157  adults  in  AFDC  families. 


Thus  to  predict  the  number  of  persons  who  would  be  newly  eli- 
gible if  the  AFDC-UF  program  were  extended  nationwide: 

.0478  X  2,800,298  =  133,854  children 
.0788  X  989,157      =    77,945  adults. 

Now  the  average  claims  cost  per  enrollee  must  be  calculated . 
Approximately  7.77  million  children  were  in  families  receiving 
AFDC  cash  payments  in  an  average  month  in  FY  '74.     Total  Medi- 
caid expenditures  for  AFDC  children  receiving  cash  were  $1.32 
billion    for  an  average  of  $14.16  per  child  eligible  per  month. 
Thus  the  added  cost  of  the  children  in  FY  '74  would  have  been 


\l33,854  X  14.16  x  12  =  $22.75  million. 
i  


( continued) 
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(Example  2  continued) 
The  average  monthly  cost  of  adult  AFDC  cash  recipients  was 
$40.15  in  1974.    However,  this  group  is  predominantly  female, 
and  women  average  higher  medical  expenses  than  men.     Thus  using 
this  figure  for  adults  in  families  where  the  father  is  a  recip- 
ient may  upwardly  bias  the  estimate.    At  the  same  time,  however, 
turnover  for  UF  families  is  very  high.     Families  on  for  only 
part  of  the  year  are  likely  to  be  heavier- than- average  utilizers 
in  that  period.     In  light  of  these  countervailing  influences , 
USR&E  decided  to  use  the  $40.15  monthly  figure  for  adults.  The 
adult  cost  is  then  77,945  x  $40.15  x  12  =  $37. 55m.  Thus: 

Total  cost  FY  1974  =  $37.55  +  $22.75  =  $60.30  million 
Adjusting  this  to  FY  1978  =  $115  million. 

USR&E  did  not  make  any  adjustment  for  any  possible  bias  which  might 
result  from  use  of  AFDC  cash  recipients  as  a  base.     If  many  intact 
families  in  States  without  a  UF  program  have  in  fact  split  up  to 
to  qualify  for  AFDC,  some  slight  upward  bias  in  the  cost  estimate 
may  result.     However,  USR&E  does  not  believe  this  factor  causes 
a  significant  distortion. 


Example  3:     Estimating  the  Numbers  and  Expenditures  for  the 
Medically  Needy 

No  data  exists  detailing  the  numbers  or  expenditures  of  the 
medically  needy  population.     The  only  data  available  breaks  Medi- 
caid recipients  into  two  groups:     those  who  received  a  cash  payment 
and  those  who  did  not.     The  problem  is  that  this  latter  group  in- 
cludes not  only  the  medically  needy,  but  also  persons  classified  as 
"financially  eligible  for  maintenance  assistance  who  did  not  receive 
any  cash  payment."     This  is  the  so  called  "eligible  but  not  receiv- 
ing" group.     This  group  includes  persons  who  would  receive  a  cash 
payment  if  they  were  not  institutionalized  and  also  persons  who 
choose  not  to  accept  cash  payments  even  though  they  are  eligible 
for  them,  but  do  accept  medical  protection.     In  other  words,  these 
are  people  whose  income  and  resources  are  below  the  cash  levels 
and  thus  are  not  medically  needy,  but  who  nonetheless  do  not  receive 
a  cash  payment.     Every  State  has  persons  who  fall  into  this  group. 
 (continued) 
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(Example  3  continued) 

The  task,  then,  is  to  separate  the  medically  needy  from  the 
others  who  did  not  receive  a  cash  payment.     Cross-sectional  infer- 
ence is  the  obvious  choice.     USR&E  started  by  assuming  that  all 
persons  not  receiving  a  cash  payment  who  reside  in  States  which  do 
not  have  a  medically  needy  program  are  "eligible  but  not  receiving." 
USR&E  took  as  a  base  the  number  of  Medicaid  recipients  who  received 
cash  payments  in  the  State  and  calculated  the  "eligible  but  not  re- 

j    ceiving"  population  as  a  proportion  of  cash  recipients .     It  was 
then  assumed  that  this  same  proportion  of  cash  recipients  was  eli- 
gible but  not  receiving  in  medically  needy  States.  Subtracting 
this  number  from  the  total  number  of  recipients  not  receiving  a 
cash  payment,  one  is  left  with  an  estimate  of  the  medically  needy 
population.     Table  1  details  the  calculations  for  FY  '74.     A  simi- 

j   lar  calculation  for  medically  needy  expenditures  appears  in  Table  2. 

^  Two  inevitable  questions  concerning  the  base  population  must  be 

considered.     First,  do  the  base  groups  serve  as  an  appropriate  guide 
for  prediction?    Second,  are  the  base  populations  unaffected  by  the 
reform?    By  disaggregating  by  category  the  method  above  probably 
selects  appropriate  base  groups.     It  would  have  been  inappropriate  to 
predict  the  number  of  medically  needy  persons  using  the  total  number 
of  all  cash  recipients  as  a  base.     Indeed,  if  one  follows  that  pro- 
cedure in  estimating  total  medically  needy  expenditures,  one  produces 
a  figure  of  $1.5  billion.     Using  the  more  disaggregated  method  above 
yields  an  estimate  of  $2.0  billion.     It  is  easy  to  see  how  important 
the  correct  base  can  be. 

The  question  of  whether  the  base  population  is  affected  by  the 
reform  is  more  difficult.     It  does  seem  likely  that  some  persons  with 
earning  potential  but  high  medical  expenses  would  like  to  earn  their 
way  off  of  AFDC  cash  if  they  could  still  receive  Medicaid  protection 
under  a  medically  needy  program.     In  States  without  a  medically 
needy  program,  some  of  these  same  persons  might  opt  to  reduce  their 
income  rather  than  lose  Medicaid  by  going  off  AFDC.     Thus,  with  the 
medically  needy  program  available  as  an  intermediate  step,  one  would 
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TABLE  1 


ESTIMATING  THE  NUMBER  OF  MEDICALLY  NEEDY  MEDICAID 
RECIPIENTS  IN  FY  1974  USING  CROSS- SECTIONAL  INFERENCE 
(All  figures  in  thousands  of  persons) 


AFDC 

AFDC 

Aged 

Blind 

Disabled 

Children 

Adults 

Medically  Needy  States 

#  who  received  cash 

1659 

75 

1476 

5678 

2855 

#  who  did  not  re- 

ceive cash 

953 

30 

311 

818 

343 

No  cash 

MN  Ratio:   r  

cash 

.574 

.400 

.211 

.144 

.120 

Categorically  Needy 

States 

#  who  received  cash 

903 

27 

381 

2232 

986 

#  who  did  not  re- 

ceive cash 

272 

3 

70 

98 

69 

^„  „  ^ .        No  cash 

CN  Ratio:   :  

cash 

.301 

.111 

.184 

.044 

.070 

Difference:     MN  Ratio 

Less  CN  Ratio 

.273 

.289 

.027 

.100 

.050 

Estimated  #  of  Medi- 

cally Needy  (Differ- 

ence X  Number  Receiv- 

ing Cash  in  MN  States) 

453 

22 

•40 

568 

143 

Excludes  Guam,  Puerto  Rico,  and  Virgin  Islands. 

Source:     HEW/SRS/NCSS  Series  B-4   (FY  1974)   and  Cross-Sectional 
Inference . 
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TABLE  2 

ESTIMATING  EXPENDITURES  FOR  THE  MEDICALLY  NEEDY  IN  FY  1974 
(In  Millions  of  Dollars) 


Aged 

Blind 

Disabled 

AFDC 
Children 

AFDC 
Adults 

Medically  Needy 
States 

Received  Cash 

$731 

$39 

$1281 

$1007 

$1094 

Did  not  Receive 
cash 

$2019 

$21 

$  690 

$  314 

$  233 

^  ^  •        No  cash 

MN  Ratio:   ;  

Cash 

2.762 

.538 

.539 

.312 

.213 

Categorically  Needy 
States 

Received 

$447 

$16 

$323 

$305 

$350 

Did  not  Receive 
Cash 

$493 

$  4 

$  88 

$  16 

$  16 

r,  ^  •        No  Cash 

CN  Ratio:   ;  

Cash 

1.103' 

.250 

.272 

.052 

.045 

Difference:     MN  Ratio 

Less  CN  Ratio 

1.659 

.288 

.266 

.259 

.168 

Estimated  MN  Dollars 
(Difference  X  $  to 
persons  receiving 
cash  in  MN  States) 

$1213 

$11 

$341 

$261 

$183 

Excludes  Guam,  Puerto  Rico,  and  Virgin  Islands. 

Source:     HEW/SRS/NCSS  Series  B-4   (FY  1974)   and  Cross-Sectional 
Inference . 
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(Example  3  continued) 

expect  medically  needy  States  to  have  relatively  fewer  cash 
recipients ,  and  the  number  of  cash  recipients  would  not  be 
a  good  base. 

In  this  case,  however,  the  peculiarities  of  the  program 
rescue  the  cost  estimator.     For  AFDC  cash  recipients ,  $30  +  1/3 
of  earned  income  is  disregarded .     For  similar  medically  needy 
recipients ,  no  such  disregard  is  employed.     With  this  disregard , 
the  AFDC  benefit  level  is  effectively  higher  than  the  MN-AFDC 
benefit  level  in  every  State.     (This  issue  is  discussed  in 
Section  4.0).     Thus  one  would  expect  very  few  persons  with 
earned  income  to  be  medically  needy.     In  the  adult  categories , 
SSI  disregards  do  apply  for  medically  needy,  but  less  than  three 
percent  of  persons  on  SSI  work,  so  the  effects  are  likely  to 
be  minor. 

Finally,  there  is  the  inevitable  question  of  whether  the 
"eligible  but  not  receiving"  population  might  be  bigger  in  medi- 
cally needy  States  than  in  categorically  needy  States.     While  it 
seems  possible  that  it  would  be,  any  adjustment  would  be  as  sub- 
ject to  error  as  the  current  method. 


Example  4:     Mandating  Medically  Needy  in  All  States 

With  the  numbers  calculated  in  the  previous  example,  pre- 
dicting the  costs  of  extending  the  medically  needy  program  to 
all  States  is  a  relatively  simple  matter.     If  one  is  willing 
to  assume  that  medically  needy  expenditures  will  average  the 
same  proportion  of  cash  expenditures  in  the  new  States  as  the 
old,  one  simply  uses  the  same  technique  as  was  used  to  calculate 
MN  expenditures  in  existing  programs.     One  can  multiply 
the  "difference"  shown  on  Table  2  times  the  dollars  spent  on 
cash  recipients  in  categorically  needy  States  to  produce  the 
estimate.     For  instance,  for  the  aged,  the  prediction  would  be 

1.659  X  $447  million  =  $741  million. 

The  total  cost  using  this  method  is  $1.8  billion  in  FY  '78. 

( continued) 
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(Example  4  continued) 

In  this  case,  however,  USR&E  felt  some  correction  was  neces- 
sary.    New  York's  claims  experience  is  highly  atypical.  The 
heavy  concentration  of  long  term  care  residents  vastly  increases 
costs  for  non-cash  recipients .     Thus  New  York  was  excluded  in 
calculating  the  ratio  of  non-cash  to  cash  expenditures  in  medi- 
cally needy  States.     The  new  MN  ratio  was  2.196  for  aged  persons. 
This  led  to  an  alternative  estimate  of  costs  of  extending  the 
MN  program  for  the  aged: 

(2.196  -  1.103)  X  $447  =  $488  million 
The  total  cost  using  this  method  was  $1.2  billion  in  FY  '78. 
The  lesson  is  important.     One  atypical  State  can  dramatically 
affect  estimates.     USR&E  feels  this  smaller  figure  is  much  clo- 
ser to  being  accurate.     Thus  New  York  was  excluded  in  all  cost 
estimates  involving  prediction  of  the  costs  of  extending  medi- 
cally needy  to  all  States. 


3.4    Macro  Estimation 

Macro  estimation  is  useful  for  predicting  the  costs  of  moderate 
and  major  reforms  which  would  extend  or  deny  Medicaid  eligibility  to 
a  group  of  persons  for  whom  information  from  current  operations  or 
recipient-based  surveys  is  unavailable.     Typically,  it  requires  three 
very  distinct  steps.     First,  using  broad-based  surveys  like  the  Cur- 
rent Population  Survey  (CPS)  of  the  Bureau  of  the  Census  or  the 
various  Labor  and  Commerce  Departments '   low  income  surveys ,  the  num- 
ber of  potential  eligibles  is  estimated.     Then,  a  participation  rate 
is  estimated.     Finally,  average  claims  costs  are  predicted  for  each 
enrollee. 

The  first  step  is  conceptually  simple.     One  calculates  the  "ef- 
fective" benefit  level  by  applying  all  deductions  and  disregards  (see 
Section  4.2.4).     Using  the  CPS  or  some  other  survey,  one  estimates  the 
number  of  categorically  eligible  persons  with  incomes  below  the  ef- 
fective level.     This  method  gives  the  number  of  persons  potentially 
eligible. 

Estimating  participation  rates  is  a  much  more  difficult  step. 
Very  often,  there  is  little  information  to  serve  as  a  guide.  When 
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existing  programs  are  to  be  extended  to  persons  with  higher  incomes, 
an  old  participation  rate  might  be  calculated.     Or  if  the  participa- 
tion rate  is  known  in  a  State  which  already  has  the  program,  this 
figure  could  be  used.     Usually,  however,  the  estimator  will  have  to 
simply  select  a  number.     USR&E  strongly  recommends  that  this  number 
be  stated  explicitly.     By  doing  so,  the  estimator  will  give  the 
policymaker  a  sense  of  how  much  the  program  could  potentially  grow 
and  also  will  allow  him  to  test  the  effects  of  the  other  participa- 
tion rates . 

Claims  costs  are  estimated  in  much  the  same  fashion  as  with 
other  methods.     It  should  be  noted,  however,  that  when  major  program 
expansion  is  completed,  old  claims  costs  may  be  a  poor  guide  for  the 
costs  of  new  eligibles. 

With  these  three  figures,  the  estimator  can  proceed.  The 
critical  points  to  remember  are: 

•  Different  family  sizes  face  different  benefit  levels; 
failure  to  adjust  these  levels  can  seriously  bias  esti- 
mates . 

•  Participation  rates  of  lower  income  families  tend  to 
rise  as  benefit  levels  increase.     Thus  the  participa- 
tion rate  in  the  $250-300  income  range  might  rise  from 
,5  to  .67  if  the  benefit  level  increased  from  $300  to 
$350. 

•  Participation  rates  are  closely  related  to  publicity. 
As  emphasized  in  Section  2,0,  the  estimator  should  be 
aware  of  the  possible  effects  on  the  current  potentially 
eligible  pool,  as  well  as  on  the  newly  eligible. 

•  Broad-based  population  surveys  usually  give  income  dis- 
tributions based  on  total  income — including  public  assis- 
tance income.     To  use  the  technique  properly,  such  in- 
come should  be  excluded. 

Fortunately,  only  AFDC  recipients  acknowledge  receiv- 
ing substantial  cash  payments  in  most  surveys.  Further- 
more, such  payments  cause  few  problems  when  one  is  con- 
sidering increasing  benefit  levels.     If  one  is  cutting 
back  AFDC  benefits,  however,  serious  overestimates  of 
savings  can  result.     Many  of  the  families  with  incomes 
near  the  benefit  level  are  there  because  of  public  as- 
sistance income.     Reducing  the  benefit  level  would  re- 
duce their  payment,  but  not  render  them  ineligible. 

•  Most  disregards  apply  only  to  earned  income,  but  surveys 
rarely  give  distributions  of  earned  and  unearned  income 
separately.     Simply  "cashing  out"  earned  income  disregards 
(for  purposes  of  estimation)   and  applying  this  higher  ef- 
fective benefit  level  to  all  types  of  income  will 
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seriously  upwardly  bias  the  estimates  of  the  potential 
eligible  population  in  groups  which  receive  a  substantial 
portion  of  their  income  from  unearned  sources.  The 
disabled  and  the  elderly  are  the  groups  of  greatest 
concern.     The  disabled  generally  cannot  have  earned  income 
by  definition,  so  no  disregards  should  be  applied.  Ninety 
percent  of  persons  over  sixty-five  receive  Social  Security 
benefits.     Less  than  one-third  of  the  elderly  poor  work. 
Indeed,  less  than  three  percent  of  SSI  cash  recipients 
work.     In  this  case,  a  better  estimate  could  probably  be 
obtained  by  applying  no  earned  income  disregard  at  all. 
Still,  many  persons  do  work  and  could  receive  disregards. 
Thus,  macro  estimation  is  least  satisfactory  for  the 
elderly. 

•  Survey  data  almost  always  gives  annual  income,  yet  benefits 
are  usually  calculated  on  a  monthly  or  quarterly  basis. 
Persons  with  large  fluctuations  in  income  may  be  eligible 
part  of  the  year  but  have  annual  income  above  twelve  times 
the  monthly  benefit  level.     Barbara  Boland  of  the  Urban 
Institute  reports  ten  to  fifteen  percent  larger  estimates 
of  the  number  of  persons  eligible  for  benefits  using  part- 
year  eligibility  criteria  than  when  a  full-year  standard  is 
applied. * 

•  AFDC  earned  income  disregards  apply  only  after  initial 
eligibility  has  been  established.     When  the  disregards  are 
applied  in  calculating  effective  benefit  levels,  the  number 
of  persons  potentially  eligible  is  overstated.  However, 
since  it  is  a  relatively  simple  matter  to  reduce  income 
long  enough  to  obtain  eligibility,  most  past  studies  have 
automatically  applied  the  disregards  to  all  persons. 

•  The  latest  State  data  available  is  from  the  1970  Census. 
Generally,  the  process  of  calculating  the  number  of  per- 
sons potentially  eligible  in  each  State  is  far  too  time- 
consuming  to  merit  the  effort.     Thus  the  usual  procedure 
is  to  calculate  "national  average  benefit  levels" .  These 
are  obtained  by  weighting  each  State's  benefit  levels  by 
the  number  of  poor  persons  in  the  appropriate  categorical 
group  residing  in  the  State  in  1970.     These  national  lev- 
els can  be  used  with  more  recent  CPS  data.     This  method 
should  not  be  used  for  changes  affecting  only  a  few  small 
States . 

The  biggest  advantage  of  macro  estimation  is  probably  the  fact 
that  it  forces  explicit  consideration  of  the  participation  rate. 


*Barbara  Boland,  "Participation  in  the  Aid  to  Families  with  De- 
pendent Children  Program  (AFDC)."     In  Joint  Economic  Committee,  Stu- 
dies in  Public  Welfare,  Paper  No.   12   (Part  1) ,  The  Family,  Poverty, 
and  Welfare  Programs;     Factors  Influencing  Family  Instability,  Gov- 
ernment Printing  Office,  November  8,  1974. 
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With  other  methods,  it  is  easy  to  skip  over  this  critical  issue.  In 
this  method,  the  participation  rate  is  a  vital  part  of  the  estimate. 


Example  5:     Mandating  an  MA- 18  Program  in  All  States 

This  estimate  was  done  for  persons  under  18  in  two-parent 
households .     USR&E  went  through  a  complicated  procedure  which  ul- 
timately resulted  in  a  graph  with  which  one  can  read  off  the 
number  of  children  potentially  eligible  given  any  four-person 
benefit  level.     The  graph  automatically  adjusts  for  family  size 
variations  in  benefit  levels.     To  produce  the  graph,  USR&E  went 
through  several  steps: 

(1)  USR&E  calculated  the  cumulative  number  of  children 
by  family  income  level  and  family  size  in  1974  from 
CPS  data.     The  family  size  was  taken  to  be  the  num- 
ber of  persons  in  the  family  of  any  age.     The  number 
of  children  was  all  children  under  18  related  to 
the  head  and/or  spouse.     (By  choosing  the  family 
size  to  include  all  persons,  USR&E  implicitly  makes 
some  adjustment  for  the  fact  that  total  family  income 
can  include  incon^  from  children  over  eighteen  and 
other  relatives .     These  persons  and  their  income 
would  be  excluded  from  the  MA-18  case.     Since  USR&E 
could  not  exclude  such  income,  it  was  assumed  that 
these  persons  were  members  of  the  unit,  but  not 
eligible  for  Medicaid. ) 

(2)  USR&E  then  assumed  that  benefit  levels  would  vary 
by  $42  per  month  ($500  yearly)  for  each  person 
greater  or  less  than  four  in  the  family.     Thus  if 
the  four-person  benefit  level  is  $200  monthly,  the 
five-person  level  is  $242;  the  six-person  level  is 
$284,  etc.* 

(3)  Using  logarithmic  approximations   (the  best  fit), 
USR&E  used  the  cumulative  distributions  and  the  as- 
sumptions concerning  benefit  levels  to  calculate 
the  number  of  persons  who  would  be  potentially  eli- 
gible if  any  of  15  different  four-person  levels 
were  chosen.     Thus  if  the  four  person  level  were 
$200  monthly,  any  children  in  families  of  four 
with  annual  income  below  $2400  would  be  potentially 
eligible  along  with  any  children  in  five-person 
families  with  annual  income  under  $2900  ($242 
monthly) ,  etc. 

^  ( continued) 


*The  $500  figure  was  chosen  because  CPS  figures  provide  income 
distributions  in  $500  intejrvals.     Thus  by  making  the  $500  assimiption, 
USR&E  was  able  to  simplify  the  adjustment  for  family  size.     The  true 
national  average  adjustment  in  benefit  levels  by  family  size  was 
approximately  $5  35  in  1974. 
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(Example  5  continued) 

(4)     Summing  over  all  family  sizes,  USR&E  had  an  accurate 
prediction  of  the  number  of  children  potentially  eli- 
gible for  each  of  the  15  different  four-person  bene- 
fit levels.     Graphing  these  allows  prediction  of  the 
number  of  eligible  persons  if  any  four-person  level 
were  chosen. 

Figure  B-3  in  Appendix  B  is  the  graph  produced.     Reading  off 
the  graph,  if  the  benefit  level  for  a  family  of  four  were  $2,000 
annually ,  there  would  be  one  million  children  potentially  eli- 
gible.    If  the  level  were  $6,000,  there  would  be  5.25  million 
potentially  eligible ,  and  so  forth. 

With  this  graph  in  hand,  USR&E  could  calculate  the  costs  of 
a  nationwide  MA-18  program  under  three  assumptions : 

Assumption  1:     The  MA-18  level  would  be  equal  to  the  current 
weighted  (by  number  poor  families)  average 
medically  needy  level  in  medically  needy 
States. 

Assumption  2:     The  MA-18  level  would  be  $5,000  for  a 
family  of  four. 

Assumption  3:     In  medically  needy  States,  the  MA-18  level 
would  be  the  medically  needy  level;  in 
cstegorically  needy  States,  the  level  would 
be  the  AFDC  payment  standard. 

Macro-estimation  requires  three  steps. 

Step  1 — The  Potentially  Eligible 

It  was  assumed  that  $100  monthly   ($1,200  annually)  was 
deducted  for  work  expenses  and  $110  for  general  disregards .* 
The  weighted  average  MN  four- person  level  was  $4,103  in  1974. 
Adding  $1,310  for  work  expenses  and  general  disregard  yields 
a  level  of  $5,413.     Using  Figure  B-3,  one  finds  4.31  million 
children  potentially  eligible  under  Assumption  1.     With  a 
$6,310  level   ($5 ,000+$! ,310  deduction)   using  Assumption  2,  one 
finds  5.7  million  children  eligible . 


*See  Section  4.2.3  for  discussion  of  why  those  levels  were 
chosen. 
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(Example  5  continued) 

The  third  assumption  required  two  steps.     Fifty-seven  per- 
cent of  poor  children  reside  in  medically  needy  States.  Since 
the  graph  shows  that  4.3  million  children  are  below  the  $5,413 
medically  needy  level  nationally ,  USR&E  would  predict  fifty-seven 
percent  of  4.3  million,  or  2.45  million  children,  would  be 
eligible  in  these  States.     The  average  AFDC  four-person  payment 
standard  in  categorically  needy  States  is  $2,666.     Adding  $1,310 
in  deductions  yields  $3,476.     Figure  B-3  shows  2.5  million 
children  below  this  level.     Since  only  forty-three  percent  of 
children  reside  in  these  States,  the  estimate  is   .43  x  2.5 
million  =  1.08  million.     Adding  2.45  million  +  1.08  million 
yields  a  total  prediction  of  3.53  million  children. 

■   Thus  USR&E' s  initial  estimates  of  potential  eligibles  were 
4.3  million,  5.7  million,  and  3.53  million  for  assumptions  1, 
2,  and  3,  respectively . 

These  figures  are  derived  from  annual  data.  Undoubt- 
edly, some  additional  persons  could  be  on  part  year.     CPS  data 
showed  that  ten  percent  of  the  heads  of  poor  intact  families 
experienced  some  unemployment  in  1974.     So  USR&E  assumed  ten 
percent  more  children  would  be  eligible. 

USR&E 's  estimates  of  the  number  of  children  potentially 
eligible  were  thus   (not  including  spend- downers) : 

Assumption  1:  4.73  million 
Assumption  2:  6.27  million 
Assumption  3:     3.88  million 

Step  2 — The  Participation  Rate 

No  data  exists  on  participation  rates. in  the  MA-21  program. 
USR&E  believes  it  is  low,  perhaps  as  low  as  ten  percent.  USR&E 
thus  estimates  total  MA-21  costs  would  be  no  greater  than  $100 
million  in  FY  1978  if  no  changes  occur.     It  seems  likely  that 
publicity  surrounding  the  adoption  of  a  nationwide  MA-18  program 
would  boost  participation .     Thus  USR&E  assumed  participation 
would  increase  to  fifty  percent  in  all  States. 

(continued) 
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(Example  5  continued) 
Step  3 — Claims  Costs 

Average  claims  costs  for  child  Medicaid  recipients  in 
families  receiving  cash  assistance  in  FY  1974  were  $163.69. 
USR&E  estimates  that  average  claims  for  children  in  families 
eligible  for  cash  but  not  receiving  it  to  be  $207.21.  Since 
such  a  low  participation  rate  is  being  used,  the  latter  is 
probably  a  better  estimate  of  expected  costs  since  one  would 
expect  the  neediest  to  apply.     Nonetheless ,  costs  were  estimated 
using  both  figures. 

USR&E  assumed  spend-down  would  be  a  part  of  the  MA-18  program. 
There  is  no  way  of  knowing  what  spend-down  expenses  would  run  for 
an  MA-18  program.     USR&E  found  in  its  Evaluation  of  Medicaid  Spend- 
down  that  if  all  potentially  eligible  persons  participated ,  spend- 
down  costs  in  the  MA- 21  program  could  run  as  much  as  two  or  three  j 
times  non- spend- down  costs .  \ 

Participation  in  the  spend-down  program  is  very  low,  however,  \ 
and  the  USR&E  simulation  results  may  be  somewhat  distorted  by  one  j 
heavily  weighted  observation.  Thus,  USR&E  chose  to  assume  spend-  \ 
down  costs  amounted  to  twenty- five  percent  of  total  MN  costs  or  \ 

thirty-three  percent  of  non- spend- down  MN  costs.     Adding  in  these  \ 

■i 

costs  yields  final  FY  '74  estimates  of:  ! 

i 

Assumption  1 :  $516  million  -  $652  million 
Assumption  2:  $683  million  -  $864  million 
Assumption  3:     $422  million  -  $534  million 

\ 

These  figures  must  be  adjusted  to  FY  '78  and  the  current 

$100  million  expenditures  in  MA-21  must  be  subtracted  to  get 

the  added  cost  of  an  MA-18  program  in  FY  '78.  | 

i 

   I 


Although  macro  estimation  may  seem  cumbersome,  it  need  not  be. 
USR&E  has  already  created  Figure  B-3  and  others  like  it  for  total  per- 
sons in  single-parent  families  and  total  persons  in  intact  families. 
>  With  these  graphs,  macro  estimation  is  rather  simple.    One  calculates 
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the  effective  benefit  level,  reads  off  the  number  of  potential  eli- 
gibles,  picks  a  participation  rate,  and  multiplies  by  a  figure  for 
claims  costs. 

3.5  Extrapolation 

Extrapolation  is  meant  to  be  a  catch-all  title  for  any  technique 
which  relies  on  some  sketchy  data  without  the  rigor  of  the  previous 
four  methods.     It  is  informed  "guesstimation . "     Since  the  method  used 
will  always  depend  heavily  on  the  nature  of  the  problem  and  the  data 
available,  very  little  discussion  is  possible. 

It  has  been  USR&E's  experience  that  resorting  to  this  sort  of 
estimation  is  rarely  necessary.     Nonetheless,  it  can  provide  satis- 
factory results  when  data  are  sparse.     Reforms  involving  resource 
levels  might  require  this  sort  of  approach.     Similarly,  reforms  af- 
fecting relatives'  responsibility  for  institutionalized  persons  are 
very  difficult  to  deal  with  in  any  of  the  four  methods  described 
above. 

For  this  method,  rather  than  detail  an  example,  USRSiE  presents 
a  piece  from  the  main  text  where  the  costs  of  limiting  transfer  of 
assets  and  expanding  relatives'  responsibility  for  the  institution- 
alized were  considered. 


Example  6:     Limiting  Transfer  of  Assets  and  Extending 
Relative  Responsibility 

Very  little  information  is  available  with  which  to  evaluate 
the  effects  of  allowing  States  more  restrictive  relatives '  respon- 
sibility and  transfer  of  assets  provisions.     What  little  data  do 
exist,  however,  suggest  that  the  savings  might  he  substantial. 
The  provisions  are  likely  to  have  little,  effect  on  the  non-in- 
stitutionalized; few  persons  would  give  up  large  assets  to  get 
a  small  cash  payment,  and  deeming  currently  takes  place  from 
spouse  to  spouse  and  parent  to  child  for  persons  outside  insti- 
tutions.   For  persons  residing  in  long-term  care  institutions , 
however,  the  incentives  are  very  different.     If  the  stay  is  ex- 
pected to  last  the  remainder  of  the  person's  life,  there  is 
  (continued) 
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(Example  6  continued) 

tremendous  incentive  to  transfer  available  assets  to  relatives  or 
friends  and  become  a  guardian  of  the  State.     And  deeming  ceases 
almost  immediately  for  persons  in  institutions . 

An  Applied  Management  Sciences  study  of  persons  in  Medicaid- 
certified  institutions  found  that: 

0  11.4%  of  persons  in  Medicaid-certified  institutions  receive 
family  support.  A  large  proportion  of  these  get  almost  all 
of  their  support  from  family. 

•  8.5%  of  persons  in  these  institutions  received  some  support 
from  income  arising  from  rent,  interest ,  or  dividends . 
Persons  with  such  income  use  it  to  cover  70%  of  the  average 
cost  of  care. 

•  Families  provided  13%  of  the  support  for  persons  in  Medicaid- 
certified  institutions .     Patient  income  from  rent,  interest , 
and  dividends  covered  9%  more.     Savings  and  alimony  of  pa- 
tients covered  another  8%.     Medicaid  paid  51%  of  the  support. 
Other  sources,  such  as  Social  Security  pensions ,  covered 

the  rest. 

Thus,  thirty  percent  of  the  support  for  all  persons  in  Medicaid 
institutions  in  1974   (not  just  for  Medicaid  recipients)   came  from 
sources  potentially  affected  by  relatives'  responsibility  and  transfer 
of  assets  provisions .     Although  SSI  conversion  had  taken  place  at 
this  point,  it  is  likely  that  many  persons  and  families  had  not  yet 
had  the  time  to  react  to  its  provisions .     If  some  persons  in  the 
sample  had  already  transferred  assets  by  the  time  of  the  study,  these 
figures  would  be  larger  still.     Nonetheless ,  the  results  are  stagger- 
ing.    If  Medicaid  were  now  covering  ten  percent  of  the  costs  just 
cited,  the  Medicaid  institutional  budget  would  be  six  percent  higher. 
In  FY  1978  the  figure  would  have  been  $500  million.     Eventually ,  as 
more  and  more  persons  learn  about  the  program,  the  costs  attributed 
to  these  provisions  could  double  or  quadruple. 

Two  facts  should  be  kept  in  mind,  however.  If  more  restrictive 
provisions  were  again  adopted,  the  full  savings  would  not  be  realized 
immediately,  since  recipients  who  have  already  transferred  assets 
could  not  be  penalized  for  doing  so.     At  the  same  time,  these  pro- 
visions as  they  currently  stand  could  be  "time  bombs."    Few  people 
may  realize  that  aged,  blind,  or  disabled  institutionalized  persons 
 (  continued) 
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(Example  6  continued) 

in  most  States  can  transfer  all  property  and  still  get  Medicaid ,  and 
that  no  income  will  be  "deemed"  from  relatives .     As  these  facts  be- 
come increasingly  well  known.  Medicaid  may  find  itself  covering  a 
larger  and  larger  portion  of  the  institutional  bill. 


3.6     Delphi  Method 

When  almost  no  data  exists  on  which  to  base  an  estimate,  one 
must  often  rely  on  the  informed  intuition  of  experts.     The  Delphi 
technique  is  simply  a  way  of  systematizing  the  estimates  of  experts 
and  getting  the  highest  level  of  accuracy  in  their  estimates.  It 
involves  the  creation  of  a  short  list  of  questions  which  are  given  to 
the  appropriate  "experts."     The  responses  to  the  questions  are  col- 
lected, tabulated,  and  a  list  of  all  the  participants'  responses 
along  with  another  copy  of  the  questions  are  sent  back  to  each  expert. 
In  light  of  the  estimates  of  the  other  participants,  the  experts  are 
asked  to  make  new  estimates  which  can  then  be  used  in  some  fashion 
or  the  process  can  be  repeated. 

Of  course,  there  is  not  often  time  to  prepare  a  questionnaire 
or  go  through  several  iterations.     The  basic  Delphi  process  can  be 
used  in  simple  phone  contact,  however,  by  calling  several  persons 
and  telling  each  what  the  others'  estimates  were.     A  second  varia- 
tion is  to  ask  one  expert  in  each  of  several  States  and  then  extrap- 
olate for  national  figures.     The  latter  technique  was  used  by  USR&E 
on  several  occasions.     The  example  below  illustrates  one  such  case. 
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Example  7:     Elimatlng  Grandfathered  Cases 

USR&E  visited  nine  States  in  the  course  of  this  study.  Each 
State  was  asked  to  complete  a  cost  estimation  worksheet.  One 
question  asked  was  how  many  grandfathered  cases  are  still  eligi- 
ble for  Medicaid  overage.     Table  3  presents  the  results. 


Table  3 

NUMBER  OF  GRANDFATHERED  PERSONS  CURRENTLY  ELIGIBLE 
AND  PERCENT  OF  RECIPIENTS  BY  CATEGORY 


Current 
Number  Agnd 
Grandfathered 
Persons 

Current  Acjed 
^Jrandf  atherod 
Persons  as 
Aqed  Recipi- 
ents  in  FY  75 

Current  # 
Blind  and 
Disabled 
Grandf a  thered 
Cases 

Current  Blind  S 
Disabled  Hrand- 

fatherod  Per- 
son."; as  P1ind 
(i  nisaJ)l.»K]  Re- 
cipients,  FY  75 

Alabfima 

12,S6n 

10.7% 

2,228 

5.3% 

Illinois 

4,f.lO 

4.2% 

2] ,711 

3  1.0% 

North  Dn!;ntn 

71'1 

11.4%  ■ 

377 

29.4% 

Oregon 

1G5-330 

0.9-1.8% 

330-660 

1.8-3.7% 

West  Virqinia 

400 

1.9% 

400 

1.9% 

Wiscons  in 

12,000 

12.5* 

8,000 

17  .6% 

Notice  how  much  variation  there  is  from  State  to  State. 
With  a  sample  this  small  it  is  hard  to  pick  one  right  number 
for  the  national  average  of  grandfathered  cases.    However,  the 
table  does  suggest  that  a  range  of  five  to  ten  percent  is 
appropriate  for  the  aged  and  ten  to  twenty  percent  for  the 
disabled .     USR&E  did  not  predict  the  reduction  in  costs  that 
might  result  from  the  elimination  of  these  grandfathered 
cases.     Anyone  seeking  to  do  so  is  reminded  that  those  per- 
sons are  probably  atypical.    Most  are  probably  not  institu- 
tionalized ,  but  the  aged  group  may  be  older  than  average. 
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3. 7    Estimation  in  the  Real  World 

This  chapter  was  designed  to  provide  a  rough  idea  of  what  meth- 
ods are  feasible  for  making  cost  estimates.     It  should  be  recognized 
that  some  reforms  affect  several  groups,  and  thus  several  methods 
will  have  to  be  used.     Many  of  the  reforms  for  which  USR&E  estimated 
costs  fall  into  this  category.     Indeed,  in  Example  5,  where  the  costs 
of  the  MA-18  program  were  estimated,  the  added  costs  of  spend-downers 
were  estimated  based  on  a  simple  inference. 

The  critical  part  of  any  estimation  process  is  the  estimator's 
understanding  of  how  each  group  is  affected  qualitatively.  Knowing 
that,  the  estimator  can  use  the  methods  above  to  quantify  the  effects. 
It  is  USR&E ' s  belief  that  the  greatest  contribution  a  manual  can 
make  is  to  remind  the  estimator  what  groups  need  to  be  considered  and 
how  they  might  be  affected.     The  final  three  chapters  of  this  manual 
are  designed  to  help  the  estimator  in  just  that  way. 
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CHAPTER  4 

beiniefit  levels 


USR&E  believes  a  detailed  understanding  of  benefit  levels*  and 
"effective  benefit  levels"  is  one  of  the  critical  links  to  reasonable 
cost  estimation.    Probably  as  much  confusion  surrounds  benefit  levels 
as  any  other  piece  of  Medicaid  eligibility.     The  implications  of 
"effective  benefit  levels"  are  often  poorly  understood.     This  chapter 
is  designed  to  serve  as  a  reference  for  anyone  looking  at  some  aspect 
of  eligibility.     The  chapter  is  divided  into  three  sections.  The 
first  describes  the  basic  benefit  levels  and  considers  how  national 
average  levels  can  be  calculated.     The  second  discusses  the  most  im- 
portant disregards  for  the  AFDC,  SSI,  and  medically  needy  programs 
and  describes  the  proper  method  for  "costing  out"  these  disregards  fo 
estimation  purposes.     Finally,  the  effects  of  disregards  on  the  effec 
tive  benefit  level  are  considered. 


4.1    The  Simple  Mechanics  of  Benefit  Levels 

The  first  problem  facing  anyone  doing  Medicaid  cost  estimation 
is  the  fact  that  benefit  levels  for  AFDC,  SSI,  and  medically  needy 
levels  are  pi±)lished  in  different  places  using  different  formats. 
SSI  and  medically  needy  levels  are  not  even  published  on  a  regular 


*The  term  "benefit  level"  is  used  throughout  this  report  as  a 
shorthand  expression  for  the  more  precise  "income  level  used  in  de- 
termining eligibility."    When  used  with  respect  to  a  cash  assistance 
program,  "benefit  level"  may  have  some  relationship  to  the  maximum 
amount  of  benefits  which  can  be  received  under  the  program.  VJhen 
used  for  medical  assistance,  however,  "benefit  level"  refers  only  to 
the  income  level  used  to  determine  eligibility  and  has  no  relation- 
ship to  amount  of  benefits  received;  once  Medicaid  eligibility  is 
established,  all  covered  services  which  are  necessary  will  be  paid 
for. 

I 
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basis.     One  task  completed  by  USR&E  was  to  compile  a  list  of  the 
levels  prevailing  in  each  State  during  the  latter  half  of  1974  and 
beginning  of  1975.     These  are  included  as  Table  A-1  in  Appendix  A. 

4.1.1    Basic  Benefit  Levels  for  AFDC  Cash  Assistance,  for  SSI  Cash 
Assistance ,  and  for  the  Medically  Needy 

AFDC  cash  benefit  levels  have  been  published  for  each  July 
through  1976  as  NCSS  Report  D-2.*     The  report  lists  three  figures  for 
each  State:     the  need  standard,  the  payment  standard,  and  the  largest 
amount  paid.     The  intricacies  of  each  of  these  do  not  merit  much 
attention  in  this  manual.     The  need  standard  is  the  amount  of  money 
recognized  by  a  State  as  the  level  required  monthly  for  meeting  basic 
needs.     It  has  no  real  significance  for  Medicaid  eligibility  purposes. 
The  payment  standard  is  the  amount  of  money  from  which  countable  in- 
come is  deducted  to  determine  the  amoiint  of  payment.     This  is  the 
relevant  AFDC  level  for  cost  estimation  purposes.     The  largest  amount 
paid  is  the  maximum  allowable  cash  grant,  and  this  figure  has  no 
relevance  for  Medicaid  estimation  purposes.** 

Table  A-1  reports  the  need  standard  along  with  the  payment  stan- 
dards because  a  commonly  considered  reform  is  requiring  that  the 
payment  standard  equal  the  need  standard  in  all  States.     For  most 
purposes,  however,  the  payment  standard  should  be  used. 

SSI  cash  payment  levels  can  be  found  in  a  Social  Security  pub- 
lication entitled.  The  Supplemental  Security  Income  Program  for  the 
Aged,  Blind,  and  Disabled:     Selected  Characteristics  of  State  Supple- 
mentation Programs,  by  Donald  Rigby  and  Malcom  Morrison.     The  piabli- 
cation  gives  the  cash  payment  levels  for  one-  and  two-person  SSI 
households  as  of  January  1975.     Table  A-1  includes  these  levels. 
Compilations  for  later  dates  do  exist  but  have  not  been  published. 

In  some  States,  SSI  cash  recipients  are  not  automatically  granted 
Medicaid  eligibility.     "209(b)"  States  use  more  restrictive  eligibil- 
ity criteria  than  SSI  does  in  determining  eligibility.     Incredibly,  no 

*With  the  abolition  of  the  Social  and  Rehabilitation  Service,  of 
which  NCSS  was  a  part,  sxibsequent  publications  in  this  series  will 
most  likely  be  put  out  by  the  Office  of  Research  and  Statistics  of  the 
Social  Security  Administration. 

**Except  in  the  calculation  of  the  maximum  allowable  medically 
needy  level  under  current  law.     See  footnote  on  p.  42  or  Section  2.2.3 
in  Appendix  C. 
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one  is  certain  whether  the  benefit  levels  in  any  209  (b)   States  are 
lower  than  the  SSI  levels.     Generally,  209(b)   States  use  the  SSI 
level  and  use  more  restrictive  provisions  in  other  areas.     Thus,  for 
cost  estimation  purposes  one  can  assume  that  the  SSI  levels  prevail 
in  all  States . 

Medically  needy  data  is  also  published  irregularly.     The  latest 
information  available  can  be  found  in  a  report  prepared  by  the  staff 
of  the  House  Committee  on  Interstate  and  Foreign  Commerce  entitled 
Data  on  the  Medicaid  Program:     Eligibility,  Services,  Expenditures, 
Fiscal  Years  1966-1977.     Earlier  information  is  available  in  Medi- 
caid Trend  Data  FY  1966-1976  from  DHEW.     Medically  needy  levels  are 
published  as  annual  levels  rather  than  the  monthly  levels  reported 
elsewhere.     The  figures  on  Table  A-1  are  monthly  figures  for  July 
1974.     Unpublished  figures  for  July  1976  are  available  from  the 
Medicaid  Bureau. 

Medically  needy  levels  vary  only  by  family  size — no  adjustment 
is  made  by  category.     Thus,  the  two-person  needy  level  applies  both 
to  two-person  AFDC-related  cases  and  two-person  aged,  blind,  or 
disabled  cases. 

4.1.2    Weighted  Average  Benefit  Levels 

Although   State-by-state  levels  can  be  individually  useful 
in  some  applications,  for  purposes  of  macro-estimation  as  well  as 
general  analytic  understanding,  it  is  necessary  to  compute  some  sort 
of  national  average  benefit  level.     One  obvious  method  is  to  weight 
each  state's  level  for  each  category  by  the  proportion  of  total  U.S. 
poor  persons  of  that  type  who  reside  in  the  State.     Different  levels 
should  be  weighted  differently  depending  on  the  reform  being  consid- 
ered.    USR&E  developed  three  weights: 

•  Weight  1:     the  proportion  of  all  U.S.  poor  families  with 

children  living  in  the  State  in  1970; 

•  Weight  2:     the  proportion  of  all  U.S.  poor  female-headed 

families  with  children  living  in  the  State  in 
1970; 

•  Weight  3:     the  proportion  of  all  U.S.  poor  persons  over 

sixty-five  living  in  the  State  in  1970. 

These  weights  are  presented  in  Table  A-2  in  Appendix  A.  Weights  for 
other  groups  or  later  dates  are  not  available. 
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Table  4  gives  weighted  average  benefit  levels  for  all  States, 
and  separate  levels  for  categorically  needy  and  medically  needy 
States.     The  table  also  gives  the  proportion  of  persons  in  each 
weighting  class  (see  Example  8  below)    living  in  either  categori- 
cally needy  or  medically  needy  States. 

The  appropriate  weight  to  use  will  depend  on  the  reform  being 
estimated.     For  reforms  involving  aged  (or  disabled)  persons,  weight 
3  should  be  used.     For  those  primarily  affecting  single-parent 
families,  weight  2  should  be  the  choice.     For  reforms  primarily 
affecting  intact  families,  weight  1  should  be  applied. 

The  distinction  between  categorically  needy  (OSI)  and  medically 
needy  (MN)  States  is  an  important  one.     Whenever  the  cost  of  a  re- 
form involving  the  medically  needy  is  being  estimated  using  macro- 
estimation,  separate  national  estimates  must  be  made  for  MN  and  CN 
States.     These  estimates  must  then  be  weighted  by  the  appropriate 
proportions  of  persons  residing  in  MN  and  CN  States  and  combined  to 
produce  a  national  estimate. 


Example  8:     Eliminating  All  Disregards  for  AFDC  and  MN-AFDC 

No  one  has  seriously  proposed  this  reform;  it  serves  only  as 
an  example. 

A.    Medically  Needy  States 

Weight  2  is  used  because  the  reform  affects  primarily 
single-parent  families .     Sixty  percent  of  single-parent 
poor  families  reside  in  medically  needy  States.  The 
weighted  benefit  levels  in  these  States  are: 

AFDC-4:  $3,850 
MN-4:  $4,237. 

Figure  B-1  in  Appendix  B  allows  simple  estimation  of  the 
number  of  persons  in  single-parent  families  below  a 
specified  four-person  income  level   (see  Example  5) .  The 
figure  shows  that  nationally : 

5.05  million  of  such  persons  have  income  below  $3,850 
.80  million  of  such  persons  have  incomes  between 
$3,850  and  $4,237. 

But  since  only  sixty  percent  of  such  persons  reside  in 
medically  needy  States,  one  predicts  3.03  million  persons 
in  these  States  would  be  potentially  eligible  for  AFDC ; 
.48  million  persons  would  be  potentially  eligible  for 
medically  needy   (excluding  spend-down) . 

( continued) 
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TABLE  4 


WEIGHTED  AVERAGE  ANNUAL  BENEFIT  LEVELS  1974 


WEIGHT  1 

WEIGHT  2 

WEIGHT  3 

%  of  All  Poor 

%  of  All 

Female— Headed 

%  of  All 

Poor  Families 

Families 

Poor  Persons 

with  Children 

with  Children 

Over  65 

All  States 

AFDC-2  person  payment  standard 

2,197 

2,274 

N/A 

AFDC-2  person  need  standard 

2,373 

2,448 

N/A 

AFDC-4  person  payment  standard 

3,278 

3,395 

N/A 

AFDC-4  person  need  standard 

3,541 

3,655 

N/A 

S3I-1  person  payment  standard 

N/A 

N/A 

2,024 

SSI-2  person  payment  standaxd 

N/A 

N/A 

3,039 

Categorically  Needy  States  Only 

AI'E>C-2  person  payment  stajidard 

1 ,  705 

1,723 

N/A 

AFDC-2  person  need  standard 

2,012 

2,045 

N/A 

AFDC-4  person  payment  standard 

2  ,666 

2 , 712 

N/A 

AFDC-4  person  need  standard 

3,145 

3,219 

N/A 

SSI-1  person  payment  standard 

N/A 

N/A 

1,800 

SSI-2  person  payment  standard 

N/A 

N/'A 

2,703 

Proportion  of  all  such  persons 

in  categorically  needy  States 

.433 

.400 

.415 

Medically  Needy  States  Only 

AFDC-2  person  payment  standard 

2,583 

2,650 

N/A 

AFDC-2  person  need  standard 

2,650 

2,716 

N/A 

AFDC-4  person  payment  standard 

3,746 

3,850 

N/A 

AFDC-4  person  need  standard 

3,843 

3,945 

N/A 

SSI-1  person  payment  standard 

N/A 

N/A 

2,183 

S3I-2  person  payment  standard 

N/A 

N/A 

3,276 

MN-1  person  benefit  level 

2  ,177 

2,224 

2  ,209 

MN-2  person  benefit  level 

2,855 

2,939 

2,875 

MN-4  person  benefit  level 

4,103 

4,237 

N/A 

Proportion  of  eill  such  persons 

in  medically  needy  States 

.567 

.600 

.585 
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(Example  8  continued) 


B.     Categorically  Needy  States 

The  AFDC  four-person  payment  standard  is  $2,712  in  cate- 
gorically needy  States.     Figure  B-1  shows  2.9  million 
persons  below  this  level ,     Since  forty  percent  of  poor 
single  parent  families  with  children  live  in  categori- 
cally needy  States,  one  would  predict  1.16  million  per- 
sons potentially  eligible  for  AFDC  in  these  States. 
Remember  there  are  no  medically  needy  in  these  States. 

Thus,  the  overall  prediction  of  the  number  of  potentially 
eligible  persons  is: 

AFDC  Cash  :     3 .03  +  1 .16  =  4 .19  million  persons 
Medically  Needy:     .48  +  0  =  .48  million  persons. 

Having  these  figures  for  the  number  of  potential  eligibles 
in  hand,  the  estimator  can  proceed  using  normal  macro- estimation 
methods,  remembering  to  add  in  savings  from  spend-downers . 


4. 2    The  Mechanics  of  Disregards  and  Deductions 

Disregards  dramatically  alter  benefit  levels.     It  is  thus  vi- 
tally important  that  they  be  clearly  understood.     For  this  reason 
USR&E  details  the  important  policies  in  this  section  and  then  des- 
cribes the  proper  method  of  costing  out  these  disregards  and  calcu- 
lating the  "effective  benefit  levels." 

4.2.1    Disregards  and  Deductions  for  the  AFDC  Cash  and  Medically 
Needy  Programs 

The  AFDC  cash  program  employs  four  types  of  disregards  for 
recipients : 

•  The  first  $30  of  gross  monthly  earned  income  is  disregarded 
for  current  recipients.  (Applicants  do  not  get  this  disre- 
gard . ) 

•  One-third  of  the  remainder  of  earned  income  is  disregarded 
for  current  recipients.     (Applicants  do  not  get  this  disre- 
gard, either.) 
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•  All  work  expenses  such  as  taxes ,  child  care  expenses ,  and 
transportation  costs  may  be  deducted  for  applicants  and 
ciorrent  recipients. 

•  At  State  option,  $5  per  person  per  month  may  be  disregarded 
for  current  recipients  and  applicants. 


Example  9:     Calculating  Countable  Income  for  AFDC  Recipients 

Consider  a  family  consisting  of  a  mother  and  three  children 
in  which  the  mother  works  and  earns  $400  per  month  and  each  child 
receives  $25  Social  Security  survivors'  benefit.     Suppose  the 
woman's  work  expenses  average  $100 /month. 

$  400  gross  earned  income 

30  flat  earned  income  disregard 

$  370  income  subject  to  one-third  reduction 
123  one-third  earned  income  disregard 

$  257  countable  earned  income  before  deductions 
100  work  expense  deduction 

$  157  countable  earned  income 
+      75  children' s  unearned  income 

20  general  disregard  of  $5  per  person 

$  202  countable  AFDC  income 

Thus,  although  the  family's  gross  income  is  $475  per  month, 
its  countable  income  is  $202. 


In  principle,  the   "$30  and  1/3"  earned  income  deduction  does  not 
apply  to  initial  applicants.     The  disregard  is  applied  to  calculate 
actual  benefits  only  after  initial  eligibility  has  been  established 
without  it.     For  persons  whose  eligibility  has  been  established,  the 
deduction  applies  for  as  long  as  the  recipient  remains  continuously 
on  the  program.     In  principal,  then,  the  "$30  and  1/3"  should  only  be 
used  in  determining  continued  eligibility  and  not  applied  to  new  ap- 
plicants.    In  practice,  however,  the  estimator  is  forced  to  apply  it 
to  all  persons.     It  is  likely  that  this  procedure  causes  some  bias, 
but  USR&E  predicts  the  magnitude  is  small.     It  is  a  relatively  simple 
matter  to  reduce  income  for  one  month  to  achieve  eligibility  for  AFDC. 
All  other  studies  predicting  AFDC  eligibles  have  implicitly  applied 
$30  and  1/3  to  applicants  and  recipients. 
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Although  AFDC  does  have  a  few  other  special  disregards,*  these 
can  be  safely  ignored. 

AFDC-related  medically  needy  applicants  and  recipients  are  not 
allowed  any  special  earned  income  disregards.     These  persons  may  only 
deduct  the  general  $5  disregard  (if  used  by  the  State  for  AFDC)  and 
any  work  eicpenses  from  gross  income.     Thus,  "$30  and  1/3"  does  not 
apply  for  the  medically  needy. 

4.2.2     Disregards  for  the  SSI  Cash  Program  and  for  the  Aged,  Blind ,_ 
and  Disabled  Medically  Needy  Program 

The  SSI  disregards  are  very  simple.     Each  filing  unit  (individ- 
ual or  couple)   receives : 

•  $20  general  income  disregard  monthly; 

•  $65  flat  earned  income  disregard  monthly;  and 

•  one-half  of  additional  earned  income  disregard. 


Example  10:     Calculating  Countable  Income  for  SSI  Applicants 

Consider  a  single  aged  person  earning  $200  monthly  and  re- 
ceiving an  additional  $200  in  Social  Security  payments.  Countable 
income  is  calculated  in  the  following  manner: 

$200  gross  earned  income 
65  flat  earned  disregard 

$135  income  subject  to  one-half  reduction 
68  one-half  reduction 

$  67  countable  earned  income 
+  200  unearned  income 
20  general  disregard 

$247  countable  SSI  income 

Thus,  this  person  with  $400  gross  income  would  have  $247 
countable  income . 


*For  example,  bonus  value  of  food  stamps,  educational 
grants ,  etc . 
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In  all  medically  needy  States  except  209(b)  States,  aged,  blind, 
and  disabled  medically  needy  applicants  get  the  same  disregards  as 
SSI  applicants.     Policies  in  209(b)  States  probably  vary  but  are  un- 
known to  USR&E.     But  generally,  MN-SSI  policy  is  different  in  this 
regard  from  the  one  prevailing  for  MN-AFE)C,  under  which  applicants 
get  no  earned  income  disregards . 

4,2.3    Calculating  Effective  Benefit  Levels 

With  knowledge  of  the  disregards  in  hand,  it  is  now  possible  to 
calculate  "effective  benefit  levels."     The  effective  benefit  level  is 
the  level  which  prevails  when  all  disregards  and  deductions  are  added 
to  the  standard  benefit  level.     Persons  with  income  below  the  effec- 
tive benefit  level  will  be  eligible  for  the  program  as  long  as  they 
can  take  advantage  of  the  disregards.     Disregards  dramatically  in- 
crease basic  benefit  levels,  so  proper  calculation  of  the  effective 
benefit  level  is  essential  for  accurate  cost  estimation. 

The  basic  rule  is  to  cash  out  disregards  and  deductions  in  re- 
verse order  to  the  way  they  are  normally  applied  in  determining 
countable  income.     For  AFDC  recipients  with  earned  income,  then,  the 
general  $5  disregard  is  cashed  out  first,  followed  by  work  expenses, 
followed  by  the  one-third  reduction  in  gross  earned  income ,  followed  by 
the  flat  $30  disregard  of  gross  earned  income.     In  general,  the  proper 
procedure  for  determining  the  effective  benefit  level  for  any  program  is 
as  follows : 

1.  Add  to  the  basic  benefit  level  any  flat  general  disregards 
which  are  normally  applied  last  in  determining  countable 
income . 

2.  Add  the  estimated  value  of  any  allowed  work  expense  de- 
ductions  (if  they  are  normally  applied  after  proportional 
reductions  in  gross  income  as  with  AFDC) . 

3.  Cash  out  any  proportional  reductions  in  earned  income. 
Doing  so  is  a  two-step  procedure.     First,  calculate  the 
benefit  reduction  (marginal  tax)  rate  by  subtracting  the 
proportional  reduction  applied  to  earned  income  such  as 
one- third  or  one-half  from  unity.     For  AFDC  this  figure 
is  .67;  for  SSI,   .5.     Then  divide  the  figxare  arrived  at 
after  completing  (1)   and  (2)  above  by  the  benefit  reduction 
rate . 

4.  Add  any  flat  earned  and/or  unearned  income  disregards  which 
are  normally  applied  to  gross  income  before  other  disregards 
and  deductions.     For  SSI  one  adds  in  the  $65  earned  and  $20 
unearned  disregard;  for  AFDC  one  adds  the  $30  earned  income 
disregard. 
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■ttie  total  will  be  the  effective  benefit  level  for  persons 
taking  advantage  of  all  possible  deductions  and  disregards. 

The  only  remaining  question  is  how  to  treat  such  items  as  work 
expense  deductions  where  the  disregards  vary  by  case.     The  1973  AFDC 
survey  showed  that  the  average  deduction  for  work  expenses  for  cases 
with  such  expenses  was  $83.    However,  since  higher  income  persons  can 
often  receive  higher  deductions  than  this,  an  average  deduction  of 
$100  was  used  in  all  USR&E's  calculation.     Approximately  one-third 
of  persons  with  work  deductions  had  over  $100  in  expenses .     The  aver- 
age general  disregard  for  families  with  this  disregard  was  $9.15. 
This  figure  was  used  for  the  value  of  the  general  disregard  in 
USB&E ' s  calculations . 


Example  11:  Calculating  the  Effective  Benefit  Levels  for 
AFDC  Cash  Assistance  and  for  Medically  Needy 
Persons  in  Families  with  Dependent  Children 

This  calculation  is  only  done  for  four-person  levels  in  medi- 
cally needy  States.    Weight  2  is  used.    All  calculations  are  done 
on  an  annual  basis . 

Weighted  AFDC  four  person  payment  level  =  $3,850 
$3,850 

+      110  $9.15  general  disregard  monthly 
+  1,200  $100  monthly  work  expenses 

$5,150 

Benefit  reduction  rate  =  1-1/3  =  2/3 
$5,150  v  2/3  =  $7,740 
$7,740 

+      360  flat  $30  earned  income  disregard  monthly 

$8,100  AFDC  four-person  effective  monthly  benefit 
level  in  medically  needy  States 

MN  four-person  benefit  level  is  $4,237.     No  disregards  for  earned 
income  allowed.     Only  work  expenses  and  a  general  disregard  can  be 
deducted . 

$4,237 

+      110  $9.15  general  disregard 
+  1 , 200  $100  monthly  work  expenses 

$5,547  MN-AFDC  four-person  effective  benefit  level 

Notice  that  with  the  disregards  the  effective  MN-AFDC  benefit 

level  is  well  below  the  effective  AFDC  benefit  level. 
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4 . 3    The  Effective  Benefit  Level  Facing  Recipients 


"Cashing  out"  the  various  disregards  dramatically  alters  the 

pattern  of  benefit  levels.     Table  5  shows  the  basic  benefit  levels 

and  the  effective  benefit  levels  when  all  disregards  are  cashed  out 
in  medically  needy  States. 


TABLE  5 

WEIGHTED  AVERAGE  BASIC  BENEFIT  LEVELS  AND  EFFECTIVE 
BENEFIT  LEVELS  IN  MEDICALLY  NEEDY  STATES 


Basic  Benefit 
Level 

"Effective  Benefit  ! 
Level" 

AFDC  cash — 2- 

-person 

$ 

2,583 

$ 

6,200 

MN-AFDC     — 2- 

-person 

$ 

2,855^ 

$ 

4,165 

AFDC  cash — 4 

person 

$ 

3,850 

$ 

8,100 

MN-AFDC     — 4 

person 

$ 

4,237 

$ 

5,547 

SSI  cash  — 1 

person 

$ 

2,183 

$ 

5,386 

MN-SSI       — 1 

person 

$ 

2,209 

$ 

5  ,438 

SSI  cash  — 2 

person 

$ 

3,276 

$ 

7,572 

MN-SSI  ~2 

person 

$ 

2,875 

$ 

6,770 

With  the  disregards  applied,  the  effective  AFDC  cash  level  ex- 
ceeds the  effective  MN-AFDC  level  in  every  State.     Even  in  SSI  cate- 
gories where  all  disregards  apply  both  to  cash  recipients  and  the 
medically  needy,  the  weighted  average  medically  needy  level  for  a 
two-person  household  lies  below  the  cash  benefit  level.     For  one- 
person  SSI  related  cases,  the  effective  medically  needy  level  does 
exceed  the  cash  level,  but  only  by  $50.* 


*By  law,  medically  needy  levels  for  any  family  size  or  category 
cannot  exceed  133  1/3%  of  the  highest  AFDC  amount  paid  for  a  simi- 
larly sized  family.     Since  "$30  +  1/3"  applies  only  to  AFDC  cash 
recipients  and  not  to  MN-AFDC  enrollees,  the  effective  AFDC  benefit 
level  is  certain  to  exceed  the  effective  MN  level.     Furtheirmore ,  in 
States  where  SSI  levels  are  greater  than  133  1/3%  of  AFDC  levels  for 
the  same  family  size,  the  SSI  cash  level  may  exceed  the  MN  level. 
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The  effective  levels  seem  to  suggest  that  the  cost  estimator 
should  find  few  persons  with  earned  income  in  AFDC-related  medically 
needy  categories.     If  the  "$30  +  1/3"  AFDC  earned  income  disregard  were 
applied  at  application,  no  one  with  substanial  earned  income  could  pos- 
sibly be  on  the  medically  needy  program  unless  he  or  she  had  monthly 
income  over  $675  (the  effective  ADFC  cash  assistance  level)   and  was 
spending  down  all  the  way  to  $462,  the  effective  MN-AFDC  level.  How- 
ever, it  should  be  remembered  that  "$30  +  1/3"  applies  to  AFDC  only 
after  eligibility  has  been  established  without  it  (see  Section  4.2.1) . 
At  time  of  application,  then,  there  is  a  positive  medically  needy  band 
since  both  AFDC  and  MN-AFDC  allow  only  work  expenses   (and  a  $5  general 
disregard)  to  be  deducted  at  application  (see  Figure  4-1) .     Now  anyone 
desiring  to  gain  AFDC  cash  assistance  can  simply  reduce  his  or  her 
income  for  one  month,  but  one  cannot  establish  coverage  retroactively  in 
this  fashion.     Bills  incurred  before  the  head  reduced  his  or  her  income 
cannot  be  paid  unless  the  person  would  have  qualified  at  the  time  they 
were  incurred.     Thus,  unless  single  parents  with  significant  earned 
income  realize  that  when  their  children  get  sick  they  must  stop  working 
immediately  to  qualify  for  AFDC,  some  will  be  forced  onto  MN-AFDC  or 
have  to  spend  down. 

None  of  this  disciassion  applies,  of  course,  to  persons  with  ex- 
cessive unearned  income.     Persons  with  Social  Security  survivors  bene- 
fits, alimony  payments,  and  so  forth  who  have  no  earned  income  will 
always  face  a  higher  MN-AFDC  level  than  AFDC  cash  level,  and  thus 
these  persons  may  fall  into  t:he  medically  needy  range  or  need  to  spend 
down.     The  conclusion  to  be  drawn,  then,  is  that  the  MN-AFDC  population 
consists  of  two  groups:    persons  with  earned  income  who  do  not  reduce 
their  income  to  qualify  for  AFDC  cash  before  a  medical  bill  is  inciirred, 
and  persons  with  substantial  unearned  income.    One  would  probably  ex- 
pect these  groups  to  be  small.     Indeed,  as  Table  A-4  in  Appendix  A 
shows ,  only  five  percent  of  persons  in  AFDC-related  families  who 
receive  Medicaid  coverage  get  it  through  MN-AFDC. 

Similar  analysis  does  not  apply  to  MN-SSI  since  all  disregards  for 
SSI  and  MN-SSI  are  applied  at  application.     Furthermore,  less  than 
three  percent  of  SSI  recipients  work,  so  the  "effective  levels"  should 
be  interpreted  with  caution  since  few  persons  take  advantage  of  them. 


FIGURE  4-1 


EFFECTIVE  WEIGHTED  AVERAGE  MONTHLY  BENEFIT  LEVELS 
FOR  APPLICANTS  AND  CONTINUING  RECIPIENTS  WITH 
EARNED  INCOME  UNDER  THE  AFDC  PROGRAM  AND  THE 
MN-AFDC  PROGRAM  IN  MEDICALLY  NEEDY  STATES 


$  675 


 Effective  AFDC  level  after 

$30+1/3.     Level  applies  only 
to  continuing  cash  recipients , 
not  applicants . 


Effective  MN-AFEX:  level. 


uing  medically  needy  and  to 
applicants . 


Effective  AFDC  level  without 
$30+1/3.     Level  applies  to 
applicants  only. 


both  to  contin- 
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The  MN-SSI  population  can  be  expected  to  consist  primarily  of  persons 
with  excessive  unearned  income  who  qualify  directly  or  who  spend-down. 

It  is  wise  to  keep  in  mind  the  nature  of  the  medically  needy 
population  in  making  any  estimates  of  the  costs  of  some  program  af- 
fecting the  medically  needy.     For  instance,  because  of  the  unusual 
nature  of  the  medically  needy  population,  USR&E  predicted  only  small 
increases  in  enrollment  following  small  increases  in  medically  needy 
levels  due  to  a  cost-of-living  adjustment.     Three-fifths  of  the  pre- 
dicted costs  came  from  reduced  spend-down  liabilities  for  persons  al- 
ready on  the  program. 

In  making  its  cost  estimates,  USR&E  assumed  that  25%  of  medi- 
cally needy  persons  were  spend-downers  and  that  a  similar  proportion 
of  expenditures  for  the  medically  needy  went  for  these  persons.  This 
assumption  is  roughly  in  line  with  results  found  by  USR&E  in  its 
Evaluation  of  Medicaid  Spend-Down    (1976) . 

4.3.1    Disregards  and  the  MN-AFDC  Levels 

Because  effective  MN-AFDC  levels  are  below  the  AFDC  cash  levels 
for  persons  with  eaimed  income,  few  working  people  are  likely  to  be 
enrolled  in  the  program  without  spending  down.     If  disregards  were  ap- 
plied to  the  MN-AFDC  level  along  with  the  AFDC  cash  level,  the  effec- 
tive medically  needy  level  would  finally  exceed  the  cash  level,  and 
some  working  persons  could  enroll.     Although  the  medically  needy 
levels  would  be  only  slightly  higher  than  AFDC  levels  for  most  family 
sizes,  the  number  of  new  persons  ejcpected  to  enroll  in  MN-AFDC  could 
still  exceed  300,000  persons. 

The  more  striking  effects  would  be  in  the  spend-down  population. 
Since  the  disregards  vastly  increase  effective  benefit  levels,  nearly 
all  persons  currently  spending  down  would  no  longer  be  required  to  do 
so.     (The  average  spend-down  is  only  about  $250.)     The  spend-down 
costs  formerly  borne  by  recipients  would  now  be  covered  by  Medicaid. 
Even  more  importantly,  disregards  would  dramatically  reduce  spend- 
down  liabilities  for  persons  still  having  to  spend-down.     For  instance, 
if  $30  +  1/3  were  applied  to  MN-AFDC,  a  family  of  four  with  $10,000 
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income  would  have  to  spend-down  only  $900  to  get  Medicaid  protec- 
tion.    Without  the  disregard,  the  spend-down  would  be  $4,400.  If 
SSI  disregards  were  applied,  the  spend-down  becomes  only  $250,  even 
though  the  basic  benefit  level  is  only  $4,237.     Thus  USR&E  predicts 
substantial  increases  in  spend-downers  if  earned  income  disregards 
are  applied  to  the  medically  needy  program  for  AFDC- related  cases. 
It  is  impossible  to  predict  just  how  much  these  costs  would  rise,  but 
USR&E  assumed  a  fifty  percent  increase  in  Medicaid  expenses  for 
spend-downers  if  a  $30  +  1/3  earned  income  disregard  were  applied 
and  a  seventy-five  percent  increase  if  a  $65  +  1/2  earned  income 
disregard  were  used. 


Example  12:    Extending  $30  +  1/3  to  MN-AFDC 

USR&E  assumed  $30  +  1/3  would  apply  to  all  applicants  for 
MN-AFDC.     The  costs  were  then  estimated  in  three  steps. 
First,  macro  estimation  was  used  to  calculate  the  increase  in  non- 
spend-down  enrol  1 ees .    Second,  an  estimate  of  the  costs  of  absorb- 
ing the  spend-down  expenses  of  some  of  those  currently  spending 
down  was  made.     Third,  an  estimate  of  the  increase  in  spend-down 
costs  for  persons  newly  spending  down  was  derived. 

Step  1 :     Increase  in  Non-S pend-down  Enrollees 

The  effective  medically  needy  level  for  a  family  of  four  with 
the  $30  +  1/3  disregard  is  $8,680.     The  effective  AFDC  cash  level 
shown  in  Table  3  is  $8,100.     Using  Figure  B-1  from  Appendix  B,  it 
was  found  that  500,000  persons  in  single  parent  families  fall  into 
this  range  nationally .    Since  only  sixty  percent  of  these  reside 
in  medically  needy  States,  USR&E  predicts  300,000  persons  would 
become  potentially  eligible  for  Medicaid .     USR&E  hypothesized  that 
seventy- five  percent  of  these  would  participate  and  that  their 
costs  would  average  $246   (FY  '74)  ,  the  average  cost  of  care  for 
AFDC  cash  recipients  who  use  Medicaid  in  medically  needy  States. 
The  costs  would  thus  be: 

.75  X  300,000  X  $246  =  $  55  million  in  FY  '74 

$106  million  in  FY  '78. 
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(Example  12  continued) 

Step  2:    Costs  of  Absorbing  Old  Spend-Downers 

USR&E  assumed  that  one- fourth  of  all  MN-AFDC  persons  were 
s pend- downers .     One-half  of  these  were  assumed  to  have  excessive 
earned  income;  the  other  half,  excessive  unearned  income.  Those 
with  unearned  income  are  unaffected  by  the  reform.    However,  those 
with  earned  income  are.    It  seems  safe  to  assume  that  none  of 
these  persons  are  spending  down  $2,500,  since  USR&E  found  the 
average  spend-down  was  only  $250  per  case  in  its  Evaluation  of 
Medicaid  Spend- Down.     Thus,  all  these  persons  will  have  less  than 
$8,100  income  and  will  not  be  captured  in  Step  1.     All  of  these 
persons  would  become  automatically  eligible  for  Medicaid  since  the 
new  effective  MN-AFDC  level  would  be  $8,680.     The  program  would 
thus  be  required  to  absorb  the  money  these  persons  formerly  had  to 
spend  down.     Table  A-4  in  Appendix  A  shows  711,000  MN-AFDC  recip- 
ients.    If  one- fourth  of  MN-AFDC  persons  spend  down  and  one-half 
of  these  are  affected  by  the  new  level,  if  there  are  3.5  persons 
per  case  and  the  average  spend-down  per  case  is  $250,  then  the 
cost  would  equal : 

1/4  X  1/2  X  711,000  -i  3.5  X  $250  =  $  6  million  in  FY  '74 

$12  million  in  FY  '78. 

Step  3:     Increase  in  Current  Spend-down  Costs 

If  no  special  $30  +  1/3  disregard  were  applied  to  spend- 
downers ,  one  would  probably  expect  just  about  the  same  number  of 
and  expenses  for  spend-downers  as  existed  previously  and  thus,  no 
increase  in  spend-down  costs  would  be  hypothesized.  However, 
because  spend-downs  for  higher  income  families  would  be  so  sharply 
reduced,  USR&E  hypothesized  a  sizable  increase  in  spend-downers 
and  Medicaid  costs  for  these  persons.     Since  spend-downs  are  re- 
duced dramatically ,  USR&E  predicted  a  fifty  percent  increase  in 
spend-down  costs.     USR&E  estimates  AFDC-related  medically  needy 
costs  to  be  about  $444  million.     If  one  quarter  of  these  are  spend- 
down  costs,  and  if  these  increase  fifty  percent,  the  increased 
costs  would  be  $44  million  in  FY  '74  or  $106  million  in  FY  '78. 

Thus  the  total  cost  of  this  reform  in  FY  '78  would  be  $106 
million  +  12  million  +  106  million  =  $224  million  in  FY  '78. 
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Disregards  do  indeed  have  subtle  effects  on  the  medically  needy 
program.  The  cost  estimator  and  policy  maker  alike  are  well  advised 
to  consider  these  subtleties  carefully. 
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CHAPTER  5 
DATA  AVAILABLE  FOR  COST  ESTIMATION 


CHAPTER  5 
DATA  AVAILABLE  FOR  COST  ESTIMATION 


The  methods  have  now  been  discussed.     Only  a  discussion  of  the 
data  and  a  few  reminders  separate  the  estimator  and  the  estimates. 
This  chapter  is  designed  to  serve  as  a  quick  reference  guide  on  the 
data  available.     It  first  summarizes  the  data  identified  by  USR&E 
as  being  potentially  useful  in  cost  estimation.     Although  the  list 
is  not  exhaustive,  USR&E  believes  nearly  all  of  the  relevant  data 
sources  are  considered.     The  chapter  concludes  with  a  brief  des- 
cription of  the  data  and  figures  USR&E  has  included  in  the  appendices 
to  this  report.     Hopefully  these  will  be  a  special  aid  to  those  cre- 
ating estimates. 

5 . 1    Summary  of  Data  Sources 

In  the  process  of  its  cost  estimation  efforts,  USR&E  identified 
a  large  number  of  potentially  useful  data  sources.     These  sources  are 
described  briefly  below.     Those  sources  which  USR&E  actually  used  are 
described  first,   followed  by  those  which  USR&E  did  not  use,  but  which 
the  Company  believes  might  be  useful  to  others . 

5.1.1    Data  Sources  Used  by  USRSE  for  Cost  Estimation 

National  Center  for  Social  Statistics  (NCSS)  B-4  Reports — Numbers 
of  Recipients  and  Amounts  of  Payments  Under  Medicaid. 

These  reports  provide  data  on  the  number  of  persons  who  received 
medical  services  and  the  amount  of  payments  for  those  services  by  ba- 
sis of  eligibility  (aged,  blind,  disabled,  child  in  AFDC  family,  adult 
in  AFDC  family,  other  child,  other  adult),  by  cash  recipient  status 
(received  money  payment  or  not) ,  by  type  of  provider,  and  by  State. 
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This  report  -is  one  of  the  chief  sources  used  by  USR&E  as  it  is  the 
only  source  of  annual  Medicaid  data  on  recipients  by  State.  It 
proved  vital  for  estimating  the  cost  of  most  reforms  where  cross  sec- 
tional inference  was  used.     It  also  served  as  USP&E's  chief  source 
for  claims  cost  data.     Unfortunately,  the  data  is  of  uncertain  relia- 
bility.    States  are  asked  to  fill  out  a  rather  complicated  form  which 
some  are  hard-pressed  to  complete  given  existing  data  collection  sys- 
tems.    A  few  States,  notably  New  York,  Massachusetts,  and  Pennsyl- 
vania, do  not  even  report  numbers  of  recipients.     NCSS  estimates  re- 
cipients for  these  States.     It  is  unfortunate  that  one  of  the  chief 
data  sources  is  so  unreliable,  but  there  are  very  few  alternatives  for 
use  in  many  estimates. 

Monthly  NCSS  A-2  Reports — Public  Assistance  Statistics 

These  reports  provide  detailed  information  on  the  number  of  AFDC 
cash  and  General  Assistance  recipients  by  category.     Separate  break- 
downs are  given  for  children  and  adults  and  for  persons  in  AFDC-UF 
families.     The  data  were  particularly  useful  for  cross-sectional  infer- 
ence.    They  were  also  used  in  conjunction  with  the  B-4  series  reports 
to  calculate  average  claims  cost  per  AFDC  enrollee. 

Quarterly  NCSS  A-12  Reports — Applications  and  Case  Dispositions 
for  Public  Assistance 

These  reports  provide  detailed  inf6rmation  on  the  number  of  ap- 
plications accepted  and  rejected  and  the  number  of  cases  discontinued 
in  the  AFDC  and  general  relief  programs.     Information  on  applicants 
for  Medical  Assistance  only  are  included,  but  the  data  are  difficult 
to  interpret.    Where  cases  are  rejected  or  discontinued,  reasons  for 
this  determination  are  given.     USR&E  used  this  data  only  for  simple 
interpretation  when  a  slight  relaxation  of  eligibility  rules  was  ex- 
plored.    In  general,  it  should  not  be  used  for  cross-sectional  infer- 
ence lanless  no  other  method  is  available,  because  so  many  factors 
affect  who  applies  in  any  State. 
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197  3  AFDC  Survey 

In  the  1973  AFDC  survey  conducted  by  NCSS ,  very  detailed  socio- 
demographic  data  was  collected  for  a  sartple  of  AFDC  recipients. 
Nearly  all  of  the  information  that  appeared  in  case  files  was  col- 
lected.   Although  the  published  reports  contain  relatively  few  cross- 
tabulations  by  more  than  one  categorical  or  financial  criteria,  the 
data  source  holds  great  potential.     The  AFDC  study  was  particularly 
important  for  simple  inference.    The  study  could  also  be  of  use  for 
cross-sectional  inference ,  particularly  with  regard  to  estimating  the 
potential  effects  of  extending  the  UF  program  to  some  States  which  do 
not  currently  have  it,  although  USR&E  did  not  use  it  for  this  purpose. 
Data  from  earlier  surveys  in  1969  and  1971  are  available;  data  from  a 
later  survey  (1975)  are  forthcoming. 

Current  Population  Survey  (CPS) 

In  March  of  every  year,  the  Biareau  of  Census  conducts  the  Cur- 
rent Population  Survey.     The  survey  samples  all  of  the  non-institu- 
tionalized population  nationally.     Most  of  the  information  of  rele- 
vance to  this  project  appears  in  two  series  of  Current  Population  Re- 
ports:    P-20  and  P-60.     The  P-20  series  documents  in  detail  household, 
family,  and  individual  characteristics,  emphasizing  non-financial  as- 
pects.    The  P-60  "Consiamer  Income"  series  provides  a  great  deal  of 
socio-demographic  information,  most  of  it  cross-tabulated  by  income. 
The  P-60  series  includes  publications  entitled,  "Money  Income  of 
Families  and  Persons  in  the  U.S.,"  "Characteristics  of  the  Low  In- 
come Population,"  and  "Characteristics  of  the  Population  Below  the 
Poverty  Level."     In  addition  to  P-20  and  P-60,  a  series  of  Special 
Studies   (P-23)  appear  irregularly.     In  the  past  several  years,  special 
studies  have  appeared  on  female-headed  families  and  the  elderly  popu- 
lation.    Typically  these  studies  provide  even  greater  detail  than  the 
P-20  and  P-60  series. 

Unfortunately,  the  sampling  design  of  the  CPS  does  not  allow 
separate  breakdowns  by  State.     Nonetheless,  it  is  by  far  the  most  re- 
cent data  available  in  a  broad-based  survey.     1974  data  are  now  availa- 
able.     This  was  the  source  for  Figures  B-1,  B-2,  and  B-3  in  Appendix  B. 
This  source  was  vital  for  all  macro-estimation  done  by  USR&E. 
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1970  Census  of  Population  and  Housing 


Obviously  the  source  of  the  most  detailed  general  information  is 
the  1970  Census.     The  Census  is  the  only  broad-based  survey  of  suffi- 
cient size  to  allow  reliable  State  estimates.     Because  of  the  age  of 
the  data,  USR&E  used  the  CPS  data  except  where  the  CPS  did  not  pro- 
vide sufficient  infomnation.     One  special  publication.  Work  Disability 
of  Family  Heads  by  Family  Income  in  1969  for  the  United  States,  PC(Sl)- 
31,  provides  income  distributions  of  family  heads  by  length  of  dis- 
ability.    This  publication  was  the  basis  for  USR&E  cost  estimates  for 
persons  with  six-month  disability. 

1974  Survey  of  Institutionalized  SSI  Recipients 

Prepared  by  Applied  Management  Sciences  (AMS) ,  this  survey  con- 
tains data  on  a  stratified  random  sample  of  institutionalized  SSI 
recipients  in  seven  States.     The  survey  collected  information  on 
financial  characteristics   (both  income  and  assets)  of  persons 
before  and  after  institutionalization.     Unfortunately,  no  distribu- 
tions of  income  or  assets  appear  in  their  reports,  and  we  are  not 
certain  whether  such  distributions  are  available.     In  addition, 
questions  have  apparently  been  raised  as  to  the  reliability  of  the 
data.     Nonetheless,  USR&E  did  find  this  data  useful  for  exploring 
the  effects  of  revised  transfer  of  assets  and  relatives'  responsi- 
bility provisions . 

5.1.2     Sources  Not  Used  by  USR&E  for  Cost  Es timation 
NCSS  B-1  Monthly  Reports 

These  reports  provide  monthly  statistics  on  Medicaid.  Included 
are  data  on  the  number  of  persons  receiving  care  and  the  amoiint  of 
payments  for  care  by  basis  of  eligibility,  by  cash  recipient  status, 
by  type  of  provider,  and  by  State.     Although  the  monthly  data  is  gen- 
erally considered  to  be  more  reliable  than  yearly  figures  provided  in 
the  B-4  reports,  certain  adjustments  made  in  the  B-4  series  are  not 
made  here.     More  importantly,  the  monthly  nature  of  the  reports  seri- 
ously limits  their  usefulness.    Nonetheless,  if  monthly  estimates  are 
adequate,  this  is  a  good  source. 
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1970  OAA  Survey 

The  1970  OAA  survey  was  also  conducted  by  NCSS  in  much  the  same 
fashion  as  the  AFDC  survey.  Once  again,  the  study  covered  a  host  of 
financial  and  non- financial  characteristics.  Thus  this  data  is  also 
particularly  suited  to  extrapolation  and  could  serve  cross-sectional 
purposes.  One  feature  of  the  study  is  that  it  does  provide  some  basic 
information  on  the  numbers  of  institutionalized  persons — an  area  in 
which  more  recent  data  is  sorely  lacking. 

1968  Survey  of  the  Aged 

To  our  knowledge  there  are  only  two  surveys  conducted  in  the  past 
decade  which  collected  reliable  asset  information.     The  first  is  the 
1968  Survey  of  the  Aged  conducted  by  the  Social  Security  Administra- 
tion.    The  August  1972  Social  Security  Bulletin  provides  extensive 
breakdowns  of  assets  by  income  level  for  aged  persons.     This  data  could 
be  used  with  macro  estimation  techniques  to  estimate  the  costs  of  re- 
forms affecting  asset  eligibility  criteria. 

National  Longitudinal  Survey 

The  second  possible  source  of  asset  information  and  our  last 
source  of  data  for  estimating  the  number  of  participants  is  the  Na- 
tional Longitudinal  Survey  conducted  by  the  Bureau  of  the  Census. 
This  survey  is  one  of  the  few  surveys  conducted  at  the  national  level 
which  follows  persons  over  time.     The  survey  is  actually  four  surveys. 
One  for  young  males,  one  for  young  females,  a  third  for  middle-aged 
males,  and  a  fourth  for  middle-aged  females.     As  far  as  we  know,  the 
data  is  only  available  at  the  Federal  level  on  tape. 

1966  Survey  of  the  Disabled 

The  Social  Security  Administration  has  now  piablished  some  twenty 
reports  on  its  1966  survey  which  includes  detailed  data  on  family 
characteristics,  source  and  amount  of  income,  nature  of  disability, 
and  so  forth.     Included  is  data  on  the  number  of  short  term  (four  to 
six  months)  disabled  persons,  as  well  as  the  number  of  suffering  long 
term  disability.    Although  no  reforms  estimated  by  USR&E  required  this 
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data,  it  is  a  rich  but  dated  source  of  data  on  the  disabled.  Results 
o£  a  1976  survey  are  just  beginning  to  appear  in  the  Social  Security 
Bulletin. 

Survey  of  Low  Income  Aged  and  Disabled  (SLIAD) 

This  survey,  conducted  by  the  Bureau  of  the  Census  in  1973  and 
1974  for  the  Social  Security  Administration,  is  remarkably  thorough. 
Since  one  of  its  purposes  was  to  serve  as  a  base  for  SSI  cost  esti- 
mates, it  is  well  suited  to  the  present  study.     Unfortunately,  no 
pi±)lished  data  are  available  yet,  and  USR&E  does  not  know  how  de- 
tailed it  will  be.     When  available,  this  is  likely  to  be  a  key  source 
for  data  on  the  aged  and  disabled. 

Data  from  the  Income  Maintenance  Experiments 

Reliable  infoirmation  is  now  available  through  the  Office  of  the 
Secretary  at  HEW  on  the  Income  Maintenance  experiments  in  New  Jersey 
and  in  rural  areas  of  Iowa  and  Kansas.  These  data  could  be  especially 
useful  for  analyzing  the  effects  of  fluctuations  in  income  on  eligi- 
bility since  some  work  has  been  done  on  the  effects  of  differing  ac- 
cunting  periods . 

1967  Survey  of  Institutionalized  Adults 

In  196  7,  the  Social  Security  Administration  conducted  a  survey 
of  all  adults  in  institutions.     They  collected  some  data  on  income  and 
resoxirces ,  family  and  friends,  and  type  and  nature  of  institution. 
The  data  was  not  used  in  this  study,  but  does  contain  potentially  use- 
ful information  for  simple  inference  techniques. 

1976  Survey  of  Institutionalized  Persons 

Conducted  by  the  Buruea  of  the  Census  for  the  Office  of  the  Sec- 
retary of  HEW,  this  survey  was  intended  as  an  update  and  expansion  of 
the  1967  Survey  of  Institutionalized  Adults .     The  new  survey  was  to 
include  all  kinds  of  institutions   (except  penal) ,  including  institu- 
tions for  children.    When  data  will  be  available  is  not  known. 
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1973-1974  National  Nursing  Home  Survey 


This  was  a  facility-based  survey  conducted  by  the  National  Center 
for  Health  Statistics   (NCHS) .     This  data  focuses  primarily  on  facili- 
ties' characteristics,  but  some  resident  data  is  provided.  Unpub- 
lished reports  on  recipients  by  age,  sex,  race,  marital  status,  and 
length  of  stay  are  available.     Some  data  on  sources  and  amount  of  pay- 
ment are  also  available,  but  the  information  is  less  detailed  than 
that  provided  in  the  1974  Survey  of  Institutionalized  SSI  Recipients, 
described  above. 

Center  for  Health  Administration  Studies-National  Opinion 
Research  Center  (CHAS-NORC)   1970  National  Health  Survey 

The  1970  CHAS-NORC  survey  is  the  only  recent  broad-based  survey 
which  collected  extensive  medical  cost  at  the  individual  level.  Obvi- 
ously, Medicaid  data  is  far  more  useful  for  estimating  costs  of  persons 
which  resemble  those  that  are  currently  eligible.     However,  for  low- 
income  persons  in  groups  not  currently  categorically  eligible,  the 
CHAS-NORC  survey  provides  an  excellent  lower  bound  for  costs  should 
these  persons  become  eligible  for  Medicaid.     Upper  bound  estimates 
might  come  from  medically  needy  data. 

An  update  of  this  survey  is  currently  being  conducted  by  Abt 
Associates  and  the  National  Opinion  Research  Center. 

National  Health  Interview  Survey 

NCHS  also  conducts  a  survey  of  individuals  which  collects  some 
cost  data.     Unfortunately,  most  of  the  survey  is  focused  on  utilization 
rather  than  costs  and  the  cost  data  are  of  uncertain  reliability. 
These  data  are  presented  in  Vital  and  Health  Statistics  Series  10. 

National  Aggregate  Figures  Depicted  by  Age 

The  Social  Security  Administration  piiblishes  in  its  Bulletin 
each  February  estimates  of  the  per  capita  expenditures  for  medical 
care  by  three  broad  age  groups.     These  figures  could  be  used  as  a 
rough  "ball-park"  estimate  of  claims  costs  for  newly  eligible  persons 
under  sweeping  reform. 
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5.2    The  Data  Included  in  Appendices  A  and  B 


USR&E  has  included  in  this  report  ten  tables  and  three  figures 
which  USR&E  foxand  extremely  useful  in  making  its  cost  estimates. 
The  tables  included  are: 

Table  A-1 :     Monthly  Standards  for  AFDC,  SSI,  and  Medically 
Needy  in  1974.     The  table  can  be  used  for  calculating  weighted 
average  benefit  levels  or  with  the  1970  Census  to  create 
macro-estimates  for  each  State. 

Table  A-2:     Proportion  of  Total  U.S.  Elderly  Poor  Persons 
and  of  Total  U.S.  Poor  Families  with  Children  in  Each 
State,  1970.     These  nixmbers  served  as  the  weights  in  cal- 
culating weighted  average  benefit  levels.     They  can  also 
serve  as  an  indication  of  the  number  of  persons  in  any 
group  of  States  which  might  be  affected  by  a  reform. 

Table  A-3:    Estimated  Medicaid  Expenditures  for  Medical 
Care  by  Category,  FY  1974.     Tables  A-3,  A-4,  and  A-5  are 
USR&E 's  estimates  of  the  breakdown  of  Medicaid  dollars  by 
category  and  Medicaid  status.     Estimates  for  the  "eligible 
but  not  receiving  cash"  category  and  the  medically  needy  were 
derived  using  the  method  described  in  Example  3 .     The  data 
is  essential  for  most  estimates  of  reforms  involving  the 
medically  needy. 

Table  A-4 ;     Estimated  Numbers  of  Medicaid  Recipients  by 
Category,  FY  1974. 

Table  A-5:     Average  Medicaid  Expenditures  Per  Recipient 
FY  1974. 

Table  A-6:     Average  Annual  Medicaid  Expenditures  for  AFDC 
Cash  Recipients,  FY  1975.     This  table  and  Table  A- 7  are 
drawn  from  a  report  on  Medicaid  data  produced  by  the  Staff 
of  the  House  Committee  on  Interstate  and  Foreign  Commerce. 
These  give  average  claims  costs  per  AFDC  enrollee — not  per 
recipients  as  above.     The  figures  are  important  for  macro- 
estimation  where  the  change  in  enrollees  and  not  recipients 
is  predicted. 
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Table  A-7:     Average  Medicaid  Payment  for  Persons  Eligible  on 
the  Basis  of  Receipt  of  Aid  to  Families  with  Dependent  Children, 
Fiscal  Year  1975. 

Table  A-8;     Total  Medicaid  Vendor  Payments,  Fiscal  Years 
1974  to  1978.     This  table  can  be  used  to  calculate  factors 
to  adjust  FY  1974  or  FY  1975  estimates  to  FY  1978. 

Table  A-9:     Average  Percent  of  All  SSI  Cash  Recipients  En- 
rolled in  Medicaid  in  209(b)   and  Title  XVI  States  Visited 
by  USR&E.     This  table  was  created  on  the  basis  of  USR&E's 
experience  in  the  nine  States  visited  in  the  course  of 
this  study.     It  is  to  USR&E's  knowledge  the  only  available 
source  on  Medicaid  enrollment  of  SSI  recipients  in  209(b)  and 
Title  XVI  States.     It  is  essential  for  making  estimates  of  the 
costs  of  eliminating  the  209(b)   and/or  Title  XVI  options. 

Table  A-10:     Summary  of  Characteristics  of  State  Medicaid 
Plans .     Any  time  one  is  estimating  the  costs  of  extending 
a  program  currently  available  in  only  some  States,  estima- 
tion requires  a  knowledge  of  what  States  currently  have 
that  program.     Table  A-10  gives  a  wide  array  of  informa- 
tion on  each  State's  Medicaid  program.     It  is  obviously 
essential  for  all  types  of  cross  sectional  inference  where 
States  must  be  classified  in  one  way  or  another. 

In  addition  to  this  data,  USR&E  went  through  extensive  calcula- 
tions to  create  three  graphs  which  simplify  life  tremendously  for 
anyone  doing  macro-estimation  for  single  parent  families,  two-parent 
families  or  for  children  in  two-parent  families.     These  graphs  are 
included  in  Appendix  B.     All  three  figures  are  derived  in  the  manner 
described  in  Example  5.     The  graphs  automatically  adjust  for  differ- 
ences in  benefit  levels  by  family  size.     One  simply  selects  a  four- 
person  benefit  level  and  reads  off  the  number  of  persons  potentially 
eligible.     The  figures  are: 

Figure  B-1:     Cumulative  Distribution  of  Persons  in  Single 
Parent  Families  by  Four-Person  Family  Income  Level.  This 
graph  gives  the  number  of  persons  in  single  parent  families 
potentially  eligible  given  any  four-person  benefit  level. 
Examples  8  and  12  show  how  the  graph  can  be  used. 
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Figure  B-2:     Cvunulative  Distribution  of  Persons  in  Two- 
Parent  Families  by  Four-Person  Family  Income  Level.  This 
graph  was  not  used  in  any  of  USR&E's  estimates  since  no 
reforms  extending  eligibility  to  all  two-parent  families 
were  proposed.     It  could  be  of  significant  use,  however, 
in  making  quick  estimates  of  the  costs  of  any  major  reform. 

Figure  B-3;     Cumulative  Distribution  of  Children  Under  18 
in  Two  Parent  Families  by  Four-Person  Family  Income  Level. 
The  graph  can  be  used  in  estimating  the  costs  of  MA-18  or 
any  other  program  extending  Medicaid  eligibility  to  child- 
ren in  intact  families.     Example  5  describes  its  use  in  de- 
tail. 

The  tables  and  figures  in  these  appendices  cannot  possibly  serve 
all  cost  estimation  purposes.     Nonetheless,  USR&E  found  that  a  sur- 
prisingly large  ntimber  of  the  reforms  considered  could  be  costed  using 
only  these  data. 
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CHAPTER  6 

REMINDERS  FOR  PERSONS  MAKING  COST  ESTIMATIONS 


CHAPTER  6 

REMINDERS  FOR  PERSONS  MAKING  COST  ESTIMATIONS 


The  reader  who  has  reached  Chapter  6  is  in  the  eleventh  hour. 
It  is  about  time  to  make  estimates.     This  chapter  contains  a  few 
final  reminders  about  each  program. 

In  making  its  cost  estimates,  USR&E  found  that  it  was  easy  to 
forget  one  or  another  group  which  might  be  affected  by  a  reform. 
In  addition,  in  making  assumptions  USR&E  was  constantly  referring  to 
the  AFDC  survey  or  calling  HEW  officials  to  verify  the  legitimacy 
of  assxamptions .     As  a  result  of  its  experience,  USR&E  believes  that 
it  would  be  particularly  useful  for  the  cost  estimator  to  have  a 
short  list  of  reminders  about  the  characteristics  of  the  population 
on  each  program.     This  chapter  is  nothing  more  than  a  series  of  gro- 
cery lists  designed  both  to  jog  the  estimators'  memory  about  who  is 
affected  and  to  serve  as  a  starting  point  for  making  reasonable  as- 
sumptions.    It  is  USR&E 's  hope  that  the  lists  will  be  read  before  and 
after  each  estimate  is  made  to  be  sure  nothing  was  forgotten. 

5 . 1    Key  Reminders  When  Making  Estimates  for  AFDC  Cash  Recipients 
and  for  Persons  Eligible  for  but  Not  Receiving  Cash 

•  Participation  rates  are  high — upwards  of  90%  of  eligible 
persons  enroll. 

•  Turnover  is  high — 23%  of  families  turn  over  each  year. 

•  Only  16%  of  AFDC  recipients  work. 

•  AFDC-UF  requirements  allow  only  100  hours  of  work  per  month. 
Most  AFDC-UF  recipients  cannot  take  advantage  of  disregards 
and  are  not  affected  by  disregard  policies. 

•  AFDC  recipients  average  low  medical  expenses — few  are  insti- 
tutionalized. 
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•  Error  rates  run  at  nearly  10%. 

•  Relatively  little  Medicaid  money  goes  for  persons  eligible 
for  but  not  receiving  cash. 

6 . 2  Key  Reminders  in  Making  MN-AFDC  Cost  Estimates 

•  The  effective  MN-AFDC  level  is  below  the  effective  AFDC 
cash  level  for  all  persons  with  substantial  earned  in- 
come.    Thus  MN-AFDC  recipients  who  are  not  spending 
down  are  not  likely  to  have  substantial  earned  income. 

•  Raising  MN-AFDC  levels  reduces  spend-down  liabilities 
for  those  spending  down  and  thus  increases  Medicaid 
costs . 

•  Spend-down  participation  rates  are  very  low,  perhaps  as 
low  as  five  percent. 

•  Applying  disregards  to  MN-AFDC  raises  the  effective  bene- 
fit level  dramatically  and  creates  a  positive  medically 
needy  band.     Under  these  conditions,  persons  with  earned 
income  are  likely  to  enroll. 

•  Disregards  can  dramatically  reduce  spend-down  liabilities 
thereby  greatly  increasing  spend-down  costs. 

6 . 3  Key  Reminders  When  Making  Estimates  for  Aged  SSI  Cash  Recipi- 
ents and  for  Persons  Eligible  for  but  Not  Receiving  Cash 

•  Seventy- three  percent  of  all  Medicaid  expenditures  for  the 
aged  go  for  persons  in  long  term  care  institutions.  Don't 
make  the  mistake  of  considering  primarily  cash  recipients 
outside  institutions. 

•  SSI  persons  in  209(b)   and  Title  XVI  States  do  not  automati- 
cally get  Medicaid  coverage.     However,  the  neediest  probably 
are  already  on  the  program,  so  covering  all  SSI  cash  recipi- 
ents would  not  raise  costs  in  proportion  to  the  increase 

in  eligibles. 

•  Aged  persons  in  209(b)  States  can  spend  down.     However,  very 
few  persons  actually  do  spend  down. 

•  The  eligible  for  cash  but  not  receiving  are  a  very  important 
group.     They  account  for  over  one-third  of  all  expenditures 
of  the  aged.     Most  of  these  persons  are  institutionalized. 

In  all  reforms  of  eligibility  provisions,  such  as  eliminating 
209(b)  or  Title  XVI  clauses,  remember  this  group. 

•  Few  SSI  cash  recipients  work.     Less  than  three  percent 
have  any  earned  income  disregards.     Less  than  0.1%  have 
disregards  exceeding  $200. 

•  There  is  very  low  turnover  for  SSI.     The  aged  poor  remain 
aged  poor. 
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6 . 4  Key  Reminders  When  Making  Cost  Estimates  for  Blind  and 
Disabled  SSI  Cash  Recipients  and  for  Persons  Eligible  for 
but  Not  Receiving  Cash 

•  The  disabled  average  very  high  Medicaid  expenses,  the  high- 
est of  any  group.     Thirty-seven  percent  of  these  are  for 
acute  hospital  care.     Thirty- four  percent  are  for  long  term 
care . 

•  Disability  is  almost  impossible  to  measure.     Be  particularly 
distrustful  of  surveys  where  persons  were  asked  to  assess 
their  own  disabilities. 

•  The  short  term  disabled  will  likely  have  high  medical  ex- 
penses, but  they  are  also  likely  to  be  covered  by  employee 
health  insurance  or  workman's  compensation  if  they  were  em- 
ployed. 

•  The  disabled  generally  cannot  work  and  still  be  considered 
disabled,  and  therefore  they  cannot  take  advantage  of  earned 
income  disregards. 

•  Turnover  is  veiry  low  for  the  disabled. 

•  The  blind  are  a  small  group  for  whom  data  is  totally  un- 
available . 

6.5  Key  Reminders  When  Making  Cost  Estimates  for  Aged,  Blind,  and 
Disabled  Medically  Needy  Recipients 

•  Aged,  blind,  and  disabled  medically  needy  recipients  should 
get  the  standard  SSI  disregards  in  most  States. 

•  The  weighted  average  medically  needy  level  for  a  one-person 
household  is  only  slightly  higher  than  the  SSI  cash  assistance 
level . 

•  The  two-person  medically  needy  level  is  often  below  the  two- 
person  SSI  cash  assistance  level. 

•  Raising  the  medically  needy  level  would  reduce  spend-downs 
for  persons  already  participating . 

•  Expenses  for  the  medically  needy  are  very  high.     Many  of 
these  persons  are  probably  institutionalized. 

•  Almost  nothing  else  is  known  about  this  group.     Avoid  it 
where  possible! 
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6.6  Key  Reminders  in  Making  Estimates  for  Children  Under  Twenty- 
One 

•  Current  participation  rates  in  the  MA-21  program  are  very 
low,  perhaps  10%. 

•  This  program  could  cover  a  large  number  of  persons. 

•  The  MA-21  program  could  open  up  spend-down  to  a  large  num- 
ber of  two-parent  families. 

•  Disregards  dramatically  increase  the  number  of  persons 
potentially  eligible  for  the  program. 

•  Per  person  expenses  for  children  are  low. 

6 . 7  General  Reminders 

•  A  few  States  account  for  most  expenditures   (see  Appendix  C) . 

•  New  York  is  large,  anomalous,  and  doesn't  report  annual 
data — may  be  necessary  to  consider  it  separately. 

•  When  considering  reforms  aimed  at  cost  savings:     In  the 
short  run,  States  will  most  often  spend  what  they  have 
budgeted.     Savings  accrued  from  a  change  will  be  spent  else- 
where.    Thus,  budget  savings  will  probably  not  show  up 
until  later  years,  if  at  all. 

The  lists  above  are  not  designed  to  be  comprehensive.  Hope- 
fully, they  will  serve  to  remind  the  estimator  about  what  is  impor- 
tant.    They  cannot  replace  a  basic  understanding  of  the  program. 
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CHAPTER  7 
CONCLUDING  REMARKS 


CHAPTER  7 
CONCLUDING  REMARKS 


Any  reader  who  has  gotten  this  far  is  probably  wondering  what 
happened  to  the  rewards  promised  in  the  introduction.     Cost  estima- 
tion is  just  plain  hard.     The  data  is  bad;  the  available  techniques, 
limited.     But  it  can  be  done.     And  remember,  there  is  almost  no  one 
who  can  say  an  estimate  is  wrong. 

There  is  one  inescapable  conclusion.     The  Medicaid  cost  estima- 
tor ought  to  know  the  program  backwards  and  forwards.     Medicaid  eli- 
gibility is  just  too  complex  for  the  generalist.     Making  the  right 
assumptions  is  critical .     Knowing  when  the  spend-downers  can  be  ig- 
nored and  when  they  must  be  counted  is  essential.     But  the  informed 
estimator  can  make  reasonable  ass\amptions .     And  with  reasonable  as- 
sumptions the  estimates  will  also  be  reasonable. 

There  is  nothing  else  to  read.     It  is  time  to  create  estimates. 
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APPENDIX  A 
TABLES  FOR  MEDICAID  COST  ESTIMATION 
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TABLE  A- 2 


PROPORTION  OF  TOTAL  U.S.    ELDERLY  POOR  PERSONS  AND  TOTAL  U.S. 
POOR  FAI4ILIES  WITH  CHILDREN*   IN  EACH  STATE,  1970 


Percent  of  Poor 
Elderly  Persons 
in  U.S. 

^  of  all  Poor 
Families  with 

Children 

in  U.S. 

%  of  Poor  Female 
Headed  Families 
with  Children 
Under  18 

Alabama 

2.7 

3.27 

2.80 

Alaska 

0.0 

0.15 

0.09 

Arizona 

0.7 

0.19 

0 . 84 

Arkansas 

2.1 

1.87 

1 . 27 

California 

6.0 

8.  56 

10.  37 

Colorado 

0 . 9 

0 . 98 

0  76 

Connecticut 

0.8 

0.  80 

1 . 06 

Delaware 

0 . 2 

0 . 22 

District  of 
Columbia 

■  0.3 

0.46 

0.70 

Florida 

4.5 

3.91 

4.02 

Georgia 

2.8 

3.61 

3.43 

Hawaii 

0.2 

0.28 

0.32 

Idaho 

0.4 

0.33 

0.28 

Illinois 

4.7 

3.89 

4.77 

Indiana 

2.4 

1.65 

1.67 

Iowa 

1.8 

0.98 

0.77 

Kansas 

1.4 

0.89 

0^.«^^ 

Kentucky 

2.5 

2.72 

1.83 

Louisiana 

2.5 

3.71 

3.29 

Maine 

0.6 

0.46 

0.42 

Maryland 

1.2 

1.50 

1.86 

Massachusetts 

2.0 

1.65 

2.12 

Michigan 

3.2 

2.96 

3.64 

Minnesota 

1.9 

1.22 

0.95 

Mississippi 

2.3 

2.89 

2.23 

Missouri 

3.3 

2.20 

1.97 
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TABLE  A-2  (continued) 
PROPORTION  OF  TOTAL  U.S.   ELDERLY  POOR  PERSONS  AND  TOTAL  U.S. 


POOR  FAMILIES  WITH  CHILDREN*  IN  EACH  STATE,  1970 


Percent  of  Poor 
Elderly  Persons 
in  U.S. 

%  of  all  Poor 
Families  with 

Children 

in  U.S. 

%  of  Poor  Female 
Headed  Families 
with  Children 
Under  18 

Montana 

0 .  3 

0.33 

0.  28 

Nebraska 

1  .  0 

0 . 50 

0 . 41 

Nevada 

0 . 1 

0 . 15 

0.18 

New  Hampshire 

0 . 4 

0 .  20 

0 . 21 

New  Jersey 

2 . 4 

2 . 15 

2 . 75 

New  Mexico 

0 . 5 

0.95 

0.73 

New  York 

7.8 

7 . 57 

9.50 

North  Carolina 

3.0 

3  .87 

3.  29 

North  Dakota 

0.  3 

0.  33 

0.16 

Ohio 

4 . 6 

3.66 

4  .  28 

Oklahoma 

2 . 1 

1 . 67 

1.47 

Oregon 

1 . 0 

0.  79 

0.  79 

Pennsylvania 

5 . 5 

4 . 14 

4.83 

Rhode  Island 

U  .  D 

0.3/ 

0 . 48 

oOUcn  L.a.J-OXina. 

1  .  D 

Z  .  40 

2.1/ 

boutn  uaxota 

0  .  3 

0.42 

0 .  22 

Tennessee 

3.0 

3.10 

2.49 

Texas 

6.3 

7.78 

5.11 

Utah 

0.4 

0.44 

0.40 

Vermont 

0.2 

0.17 

0.14 

Virginia 

2.2 

2.71 

2.54 

Washington 

1.4 

1.19' 

1.34 

W.  Virginia 

1.4 

1.40 

0.78 

Wisconsin 

2.1 

1.30 

1.29 

Wyoming 

0.1 

.  0.14 

0.12 

Source:     1970  Census 

A-5 


0) 

•H 

O 

o 

rH 

on 

CO 

LD 

CO 

CO 

CO 

on 

a\ 

iH 

n 

on 

*• 

*■ 

(Ti 

00 

CN 

cn 

rH 

rH 

■p 
(d 

•CO- 

c/> 

</> 

■co- 

■co- 

■co- 

■co- 

</> 

U 

CO 

(1)  (fl 

rH 

»>1  M-i  U 

u 

i> 

CD  M 

(1) 

0  0  t> 

S  "\  O 

LO 

ro 

rH 

rH 

rH 

on 

Si 

Q) 

O 

1 — 1 

iH 

CO 

»>i  v-i  to 

U 

O 

lO 

CN 

CN 

rH 

1 — 1  ftf 

*■ 

r— i 

fO 

Cn 

1 — I 

1 — 1 

<L) 

+J 

■c/> 

■co- 

■co- 

■co- 

■co- 

co- 

U     C  U 

CO 

'HUM 

•H 

0)  q  o 

w 

D 

U 

-P 

H    (1)  rH 

d 

0 

CO  ■ 

H  g  <y 

(0 

c; 

nJ  0  CQ 

4-i 

u 

o  o 

02 

+j 

LO 

O 

(5\ 

^ 

o 

•H   C  W 

•H 

00 

LO 

1 — i 

cn 

vD 

MHO) 

W 

c 

CN 

rH 

0  o 

W 

-H 

*■ 

tri  ••  v-i 

<C 

- 

> 

1 — 1 

iH 

•H 

</> 

■CO- 

co- 

■co- 

■c/> 

■CO- 

4J ^3  o 

(L) 

fO  cu  w 

> 

U 

U   Q)  (U 

fd 

(U 

(U 

CJ 

I— 1  t> 

rH  -H 

lu  vy 

O      O  rC 

CM 

in 

LO 

rn 

r^j 

LO 

•W    Q)  W 

CTi 

n 

LO 

o 

LO 

H 

i-i  Oi  n3 

IT) 

CO 

H 

1^ 

on 

0  CJ 

«• 

«. 

tjl  .. 

un 

CM 

rH 

CM 

rH 

rH 

0)  >i 

■co- 

</> 

■co- 

</> 

■co- 

■CO- 

■co- 

4-1 

U  (U 

\ 

u 

-rH 

Q 

-o 

-H 

T) 

C 

rH 

<U 

co 

m 

rH 

co 

G 

^3 

-Q 

•p 

O 

tl 

C 

nJ 

rH 

rH 

to 

CD 

•H 

CO 

U 

•H 

u 

rH 

•H 

Q 

^ 

PQ 

Q 

U 

d, 

■H 

^ 

rH 

rH 

(0 

• 

• 

• 

rH 

• 

• 

iH 

H 

rH 

< 

< 

< 

A- 6 


I 

[ 
[ 
[ 


CO 

rH 

o 

00 

1X> 

CN 

O 

vD 

CO 

00 

CM 

LD 

•H 

rH 

rH 

CN 

00 

CN 

I— 1  M 

•H  0 

n 

CN] 

n 

00 

rH 

rH 

<U 

■P 

Hi 

t  \ 
\J 

x: 

I  m 

1/3 

Q)  m 

rH 

r  ^ 

W 

s 

CU    ^  CD 

/II 

\L/ 

03  n  ^ 

W  W 

VD 

lO 

Cn 



o 

00 

CN 

,  ] 

LO 

CN 

1 — 1 

'■D 

r  \ 

CN 

LO 

[  ■ 

LD 

rH 

r- 

,  1 

n3   <D  OJ 

C  vj 

•H    O  ^-1 

'H 

U  ^ 

C  0 

CO  ^ 

UJ 

0 

(— 
A-. 

I— 1   dJ  1— { 

CO 

03 

n1  O  CQ 

CJ 

o  u 

in 

, — 1 

LO 

< — 1 

Cn 

I.D 

00 

CO 

•H    C  C/) 

•H 

CN 

nJ' 

1 — 1 

MHO 

CO 

c 

,  1 

ro 

iX) 

CO 

CM 

0  U 

t7* 

<^ 

> 

, — 1 

1 — 1 

•H 

o 

CJ 

Q)  if) 

to 

U 

r  )    fil  ni 

nj 

o 

3  PC 

U 

Pi 

s:; 

>i  -H 

-H  > 

iH  -H 

n 

tC  Q) 

m 

rH 

o 

rH 

O    O  ,C| 

(N 

o 

in 

IT) 

rH 

•H    0)  W 

LO 

LD 

rH 

CO 

CO 

- 

•> 

0  o 

rH 

H 

n 

rH 

H 

Q)  >. 

-P 

fO  (y 

U  (U 

1 

CQ 

-H 

(-1 

d 

-H 

c 

rH 

QJ 

o 

U3 

m 

rH 

r-* 

n 

X! 

TJ 

-p 

0 

^3 

c 

rH 

r-H 

CO 

■H 

m 

u 

■H 

u 

0) 

T5 

rH 

•r| 

Q 

o 

ty 

ffl 

Q 

U 

Cm 

ri: 

rH 

rH 

rH 

• 

• 

• 

rH 

• 

• 

1— 1 

rH 

rH 

< 

< 

w 

+J 

0 

cn 

rH 

rH 

Q) 

u 

c 

c 

<u 

CD 

UH 

G 

•H 

rH 

rH 

fd 

CO 

C 

H 

0 

•rl 

■P 

•H 

(J 

tP 

(U 

5h 

Cfi 

•H 

1 

> 

cn 

Cfl 

0 

0 

o 

u 

0 

■rl 

■p 

IS 

iH 

<D 

(0 

^3 

-p 

PU 

to 

CO 

CO 

u 

U 

CO 

Q) 

13 

u 

rH 

M 

O 

^1 

X 

0 

w 

cn 

A- 7 


r 


r 

r: 

r 

c 

r 

u 

r 
r 

L 
L 

r 


m 

Q) 

■H 

M 

n 

00 

00 

00 

in 

00 

■H  0 

cn 

00 

LO 

00 

CTi 

cn 

LO 

o 

rH 

00 

rH 

fd 

</> 

</> 

to- 

</> 

</> 

</> 

•10- 

<J> 

u 

x; 

1  CO 

to 

••  <U  fO 

rH 

>i  Pi  o 

0) 

> 

a)  M  0) 

d)  o  > 

1-5 

13  \  Q 

* 

(1) 

0~i 

co 

o 

LD 

o 

O 

>i  C  fd 

o 

ro 

o 

CN) 

CM 

CO 

rH  cd 

O 

IT) 

LD 

\D 

0^ 

rH  Cfl 

rO 

rH 

ro 

CN 

CO 

rH 

rO  (D  (1) 

-P 

</> 

</> 

■c/> 

</> 

</> 

</> 

</)- 

■w- 

O  E  u 

to 

•H   0  5-1 

•H 

fd   0  3 

to 

<U   C  0 

to 

S  H  to 

< 

0) 

>i  0 

U 

-P 

rc; 

iH    (1)  rH 

0 

to 

rH    E  Q) 

c! 

nj 

(0    0  ffl 

■p 

u 

o  o 

to 

-P 

00 

1^3 

ro 

ro 

00 

rH 

rH 

•H 

tn 

00 

LD 

00 

t~- 

CN 

O 

5h  H  1) 

to 

rQ 

O 

LD 

CN 

CNJ 

CN 

tN 

P  u 

to 

•H 

rH 

rH 

rH 

rH 

rH 

CJi  M 

> 

</> 

</> 

</> 

•c/> 

</> 

i/y 

</> 

QJ  >(  d 

rH 

■H 

^  T>  0 

0) 

0) 

nJ  (U  to 

to 

> 

U 

U   (U  (I) 

n3 

<L) 

CU 

S  Pi 

U 

Cn 

 1 

i>1  -rl 

rH  P> 

rH  -H 

o  o  ,rj 

•H    (1)  CO 

00 

CO 

uo 

ro 

V£) 

00 

i-D 

r~~ 

Pl            r  \ 

8i  .. 

00 

VD 

un 

00 

(N 

rH 

00 

</> 

</y 

■o 

</> 

</> 

</}- 

■co- 

fli  (11 

1 

to 

•H 

P 

e 

•rl 

c 

rH 

Q) 

Q) 

to 

CQ 

rH 

!h 

to 

c 

XI 

T) 

-P 

o 

T) 

(0 

rH 

H 

to 

13 

(U 

■H 

to 

u 

•rl 

Q) 

rH 

•r) 

Q 

x: 

d) 

CQ 

Q 

u 

< 

<; 

rH 

X! 

H 

fO 

• 

• 

• 

rH 

• 

• 

rH 

rH 

< 

1 

SH 

o 


0) 
rH 

(U 

tu 


H 

(d 

tu 

o 

C 

2] 

(tJ 

tu 

<4H 

G 

CO 

-H 

rH 

(TS 

rH 

C 

to 

0 

H 

■H 

QJ 

-P 

-P 

O 

•H 

m 

tu 

Cn 

to 

Sh 

1 

•H 

u 

CO 

> 

u 

to 

(t) 

0 

c 

Sh 

0 

•H 

U 

u 

>1 

x: 

■A 

rH 

-p 

c 

■H 

0 

+J 

fH 

■p 

n3 

<U 

•P 

cu 

(0 

CM 

u 

■P 

CO 

to 

Ui 

U 

i 

3 

o 

rH 

to 

<u 

tu 

T! 

Sh 

u 

Sh 

rH 

tj 

-rl 

0 

X 

CO 

H 

A-8 


c 
c 
[ 

[ 
[ 


TABLE  A- 6 


AVERAGE  ANNUAL  MEDICAID  EXPENDITURES  FOR  AFDC 
CASH  ASSISTANCE  RECIPIENTS,  FISCAL  YEAR  19 7 5 


Recipients 

of  Cash 
Assistance 
under  AFDC 

Average 
Monthly  Number 
of  Recipients 
of  AFDCl 

Annual  Medicaid 
Expenditures 
for  AFDC  Cash 
Assistance 
Recipients 

Average  Medicaid 
Payment  for- 
Recipient  of  ■ 
AFDC  Cash 
Assistance 

Children 

7,936,000 

$1,551,382,295 

$  195 

Adults 

3,141,000 

1,580,336,109 

503 

■3 

-Families 

3,346,000 

"^3,929,373,535 

1,174 

Total 

11,077,000 

$3,929,373,535 

$  355 

NCSS  A-2  report  for  fiscal  year  1975. 
NCSS  report  B-5   (fiscal  year  1975) . 

Average  size  of  AFDC  families:  3.3,  including  1  adult  and 
2  to  3  children. 

Includes  $797,555,131  for  unspecified  recipients. 


Source:     House  Committee  on  Interstate  and  Foreign  Commerce,  Data 
on  the  Medicaid  Program:     Eligibility,  Services,  Expen- 
ditures Fiscal  Years  1966-77.     Government  Printing 
Office.     March  1977. 
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TABLE  A- 7 

AVERAGE  MEDICAID  PAYMENT  FOR  PERSONS  ELIGIBLE  ON  THE 
BASIS  OF  RECEIPT  OF  AID  TO  FAMILIES 
WITH  DEPENDENT  CHILDREN,    FISCAL  YEAR  1975 


Stats 

Fsmilies 

Children 

MUU1L3 

Aiatiama        .  .  _ 
Alaska 

Arizona 

$620 

636 

J112 
170 

$413 
391 

Ari<3nsas    

California  _  -  .  

513 

1,  ooy 

102 
239 

316 
504 

919 

Delaware     . 

District  of  Columbia  



584 
1,448 
633 

131 
271 
128 

433 
380 
396 

Georgia    

7S4 

140 

523 

Hawaii...     

329 
966 

158 
185 

462 
604 

1.464 

960 
953 
1,  064 
538 
446 

Kansas   „   

191 
183 

623 
555 

111 
75 

314 
273 



1,  015 
962 
1,  200 
I,  290 

191 
203 

556 
552 

208 

1,086 

334 

39 

121 

477 

95 

314 

M  aKr-l  t  If  ^ 

415 
809 
1,285 

1,002 
1, 171 

DoO 

1,  824 
596 

70 
225 

335 
480 
1,007 

New  Hampshire    

New  York  

194 
294 

389 
161 

612 
464 
421 
873 
302 

North  Dakota    

Ohio   

1, 120 
904 

246 
194 

701 
485 

600 
647 
783 

153 
214 

283 
223 

Rhode  Island                        .  . 

206 
381 

36 
197 

58 
541 

South  Carolina    

Soirtti  Dakota  

573 
559 
485 

92 
114 
110 

401 
351 
272 

Texas      

Utah  

883 
796 

146 

577 

Vermont  

Virgin  Islands     

1,174 
223 
838 

... 

33 
181 

610 
169 
487 

Washington    

899 

165 

551 

West  Virginia    

785 

Wisconsin      

Wyoming    „   

1, 176 
279 

226 
79 

805 
133 

Total  1  

995 

151 

425 

1  Figtrres  differ  from  table  60  due  to  rounding  and  deletion  of  unspecified  rscipients. 


Souixe:    House  CoiBittee  on  Interstate -Foreign  Corawrce.    3a ta 

on  tne  '<e<iicaid  P-nqna:    i'iqiail-ty.  Services.  ^^Pe"- 
j1rjr*s  r'scai  ^ears    966-    .    k}ver7ffent  ^r'ntinq  Jfrice. 
"^rc.i  '977. 
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TABLE  A-8 
TOT^yL  MEDICAID  VENDOR  PAYMENTS 


FISCAL  YEARS  1974  TO  1978 
(includes  both  State  and  Federal  share) 


FY  1974''" 

$  9.983  billion 

FY  1975"*' 

$12,188  billion 

FY  1976''' 

$14,010  billion 

Transition  quarter 

Not  Available 

FY  1977* 

$16,985  billion 

FY  1978* 

$19,135  billion 

■^Actual,  Source:  SRS  Office  of  Financial  Management. 
*Estimated  by  the  Medicaid  Bureau. 
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TABLE  A- 9 

AVERAGE  PERCENT  OF  ALL  SSI  CASH  RECIPIENTS 
ENROLLED  IN  MEDICAID  IN  209(b)    &  TITLE  XVI 
STATES  VISITED  BY  USR&E* 


Aged 

Blind 

Disabled 

209(b)  States 

52% 

62% 

50% 

Title  XVI  States 

65% 

75% 

75% 

*Base  three  States  each, 
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APPENDIX  B 
GRAPHS  FOR  MACRO  ESTIMATION 
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BACKGROUND  AND  OVERVIEW  OF  MEDICAID  ELIGIBILITY 
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APPENDIX  C 

BACKGROUND  AND  OVERVIEW  OF  MEDICAID  ELIGIBILITY 


In  1965,  Medicaid  was  established  imder  Title  XIX  of  the  Social 
Security  Act  to  enable  States,  at  their  option,  to  provide  medical 
assistance  to  welfare  recipients   (recipients  of  Aid  to  Faitdlies  with 
Dependent  Children  or  of  Aid  to  the  Aged,  Blind,  and  Disabled)   and  to 
persons  who  are  not  poor  enough  to  qualify  for  cash  assistance  but  who 
cannot  afford  to  pay  for  iredical  care   (the  "medically  needy")  .  Medi- 
caid is  administered  by  the  States  and  is  jointly  financed  by  the  Fed- 
eral government  and  the  States.     In  order  for  a  State  to  receive 
Federal  matching  for  its  Medicaid  program,  its  Medicaid  program  must  be 
based  on  a  plan  which  has  been  approved  as  meeting  Federal  require- 
ments.    However,  those  requirements  are  intended  to  serve  only  as 
basic  parameters  for  the  program.    Because  States  have  a  share  in  finan- 
cing Medicaid,  they  have  been  left  with  considerable  discretion  over 
both  the  eligibility  criteria  used  and  the  groups  of  the  population 
covered.    Accordingly,  the  extent  to  which  poor  people  are  eligible  for 
Medicaid  varies  tremendously  from  State  to  State - 

Originally,  the  long-term  goal  of  Medicaid  was  that  all  States 
would  provide  comprehensive  cafe  for  all  individuals  meeting  a  State's 
financial  eligibility  standards.     It  was  hoped  that  over  time  States 
would  both  liberalize  their  eligibility  criteria  and  expand  the  medical 
services  covered  until  the  goal  of  comprehensive  care  was  reached. 
However,  the  19  72  amendments  to  the  Social  Security  Act  eliminated 
the  requirement  that  States  move  toward  providing  comprehensive 
care.     In  light  of  fiscal  pressures  on  States,  it  had  become  ap- 
parent that  this  requirement  was  unrealistic. 
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state  flexibility  with  regard  to  Medicaid  eligibility  exists 
within  certain  parameters  laid  out  by  Federal  regulations.  Most 
importantly,  the  Federal  regulations  mandate  that  State  Medicaid 
programs  adhere  to  the  categorical  approach  to  aid  used  in  the  cash 
assistance  programs.     Thus,  the  basic  Medicaid  coverage  groups  are 
needy  families  with  dependent  children   (AFDC)   and  the  aged,  blind, 
and  disabled  (now  enrolled  under  the  Federal  SSI  program) . 

Furthermore,  certain  prohibitions  apply  to  all  States.  No 
State  Medicaid  program  may  in^jose: 

•  an  age  requirement  of  more  than  sixty-five  years; 

•  an  age  or  school  attendance  requirement  that  would  preclude 
coverage  of  anyone  under  age  twenty-one  who  otherwise  quali- 
fies as  a  dependent  child  under  AFDC; 

•  any  durational  State  residency  requirement; 

•  any  citizenship  requirement  which  excludes  a  U.S.  citizen;  or 

•  a  lien  on  a  home  or  property  because  of  medical  assistance 
provided  to  an  individual.* 

In  addition  to  understanding  these  Federal  requirements  for 
Medicaid  eligibility,  it  is  important  to  recognize  the  options  which 
are  available  to  States.     Because  of  these  options,  there  are  major 
differences  among  States  in  areas  which  are  fundamental  to  the  eli- 
gibility system.     For  example,  the  income  eligibility  level  varies 
dramatically;  in  Massachusetts,  a  family  of  four  can  have  up  to  $390 
a  month  and  still  be  eligible  for  medical  assistance,  while  in  North 
Carolina  the  medical  assistance  level  for  a  family  of  the  same  size 
is  $233  a  month.     Further,  the  extent  of  coverage  beyond  the  basic 
coverage  groups  varies;   in  Massachusetts,  children  in  two-parent 
families  are  eligible  for  Medicaid,  while  in  Alabama  this  group  is 
excluded  entirely. 


*No  recovery  of  medical  assistance  correctly  paid  may  be  made, 
except  from  the  estate  of  an  individual  who  was  over  sixty-five  at 
the  time  assistance  was  received  and  who  has  no  surviving  spouse 
and  no  surviving  children  who  are  under  twenty-one  or  blind  or 
disabled. 


C-2 


The  purpose  of  this  section  is  to  present  an  overview  of  the 
requirements  and  options  afforded  States  in  establishing  the  scope 
of  Medicaid  eligibility.     The  discussion  is  organized  as  follows: 
First,  a  svuranary  of  the  major  options  is  presented  in  chart  form. 
Then,  each  of  the  options  is  discussed  in  turn.     A  chart  detailing 
the  Federal  requirements  governing  States'   range  of  choice  precedes 
the  discussion  of  each  option  area,  and  where  possible,  the  number 
of  States  choosing  each  option  is  indicated.     The  chapter  concludes 
with  a  discussion  of  statistics  on  the  number  of  recipients  and 
amounts  of  payments  made  by  States  and  the  Federal  government  on 
behalf  of  Medicaid  recipients. 

All  of  the  statistics  and  discussion  of  Medicaid  eligibility  in 
this  chapter  refer  to  the  State  and  District  of  Columbia  Medicaid  pro- 
grams.    The  Medicaid  programs  of  Guam,  Puerto  Rico,  and  the  Virgin 
Islands  were  not  included  in  this  review  because  of  some  key  differen- 
ces in  how  they  work.     For  example,  SSI  does  not  extend  to  the  terri- 
tories.    Furthermore,  Federal  financial  participation  in  their  pro- 
grams is  limited  to  a  fixed  dollar  amount. 

The  reader  who  is  already  familiar  with  current  Medicaid  eligibil- 
ity provisions  is  advised  to  skip  this  chapter  and  go  on  to  Chapter  3. 

2 .1    Overview  of  Medicaid  Eligibility  Decisions  States  Must  Make 

States  have  options  in  a  variety  of  areas  relevant  to  Medicaid 
eligibility,  as  Exhibit  2.1  demonstrates.     The  first  major  option 
States  have  with  regard  to  medical  assistance  is  whether  or  not  to  have 
a  Medicaid  program  at  all.     Currently,  all  States  except  Arizona  pro- 
vide Medicaid  coverage.     Also,  although  it  is  highly  unlikely.  States 
may  discontinue  their  Medicaid  programs  at  any  time. 
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EXHIBIT  2.1 

MEDICAID  ELIGIBILITY  DECISIONS  STATES  MUST  MAKE 

•  Whether  or  not  to  have  a  Medicaid  program 

•  Whether  or  not  to  cover  the  "medically  needy" 

•  The  extent  to  which  aged,  blind,  and  disabled  cash  assistance 
recipients  will  be  automatically  eligible  for  Medicaid 

•  What  optional  coverage  groups  will  be  included,  e.g.: 

-  families  of  unemployed  fathers  (AFDC-UF) 

-  poor  children  not  eligible  for  AFDC  (MA-21) 

-  optional  supplement  recipients 

-  unborn  children 

-  institutionalized  who  would  be  eligible  for  cash  if  living 
outside 

-  those  eligible  for  cash  but  not  receiving 

•  Where  to  set  income  levels  for  the  categorically  needy  and 
the  medically  needy 

•  Whether  or  not  to  provide  for  special  needs 

•  Where  to  set  resource  levels 

•  What  length  accounting  period  to  use 

•  What  length  eligibility  period  to  use 

•  Whether  or  not  to  use  additional  eligibility  criteria 

-  transfer  of  assets  prohibition 

-  relatives'  responsibility 


The  second  most  important  decision  States  must  make  with  regard 
to  Medicaid  is  whether  or  not  to  cover  the  "medically  needy."  Insti- 
tuting a  medically  needy  program  implies  a  considerable  financial 
commitment  for  a  State  because  it  essentially  removes  the  incom.e  eli- 
gibility ceiling  for  Medicaid  and  rhus  substantially  increases  the 
popiilation  of  potential  eligibles.     This  is  so  because  medically  needy 
programs  musr  deduct  applicants'   rredical  expenses  frcm  income  in  deter- 
mining financial  eligibility.*     As  a  result,  categcrically-relared 
persons  of  all  income  levels  may  beccme  eligible  for  Medicaid  if 


*This  very  important  feature  of  the  medically  needy  program 
is  referred  to  as  the  "spend-down"  process. 
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their  medical  bills  are  large  enough.     At  present,  twenty-nine 
States  have  medically  needy  programs. 

ether  decisions  States  must  make  involve  the  groups  of  persons 
they  choose  to  cover,  the  extent  to  which  aged,  blind,  and  disabled 
cash  assistance  recipients  will  be  automatically  eligible  for  Medicaid, 
the  amount  of  income  individuals  will  be  allowed  to  have  and  still  be 
eligible,  the  extent  to  which  special  needs  will  be  considered  in  de- 
termining eligibility,  resource   allowances,   and  accounring  and  eligi- 
bility periods.     Each  of  these  areas  is  discussed  in  greater  detail 
below. 
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2.2    Specific  Eligibility  Policy  Decisions 


2.2.1    Extent  of  Eligibility  of  Cash  Recipients 

By  law,  a  State  must  cover  all  AFDC  cash  recipients  under  its 
Medicaid  program.     States  do  not  have  to  cover  all  SSI  recipients 
automatically,  but  as  Exhibit  2.2.1  shows,  most  States  do. 


EXHIBIT  2.2.1 
OPTIONS:     ELIGIBLITY  OF  CASH  RECIPIENTS 


•  AFDC  -  Mandatory  automatic  eligibility  for 

Medicaid 

•  SSI     -  3  options  : 

-  Automatic — no  separate  application 
required   (15  34  States) 

-  SSI  criteria  used,  but  separate 
application  required  (Title  XVI 
States) 

-  More  restrictive  criteria  used 
(209(b)  States) 


All 

States 

28 

States 

i  7 

States 

15 

States 

States  which  have  opted  for  Federal  determination  of  Medicaid 
eligibility  for  SSI  recipients   (called  1534  States*)   generally  did  so 
because  it  appeared  to  free  them  from  substantial  administrative  bur- 
dens and  substantial  administrative  costs.     Those  States,  however, 
retain  the  responsibility  for  determining  eligibility  for  their  medical- 
assistance-only  caseload,  e.g.,  the  medically  needy  and  most  institu- 
tionalized persons.     Title  XVI  States,  on  the  other  hand,  require  all 
SSI  recipients  to  complete  a  separate  application  for  Medicaid,  al- 
though they  do  use  SSI  eligibility  criteria.     States  generally  chose 
this  option  in  order  to  retain  complete  control  of  the  eligibility 


♦Section  1634  of  the  Social  Security  Act  authorizes  Federal  deter- 
nunation  of  Medicaid  eligibility  for  SSI  recipients. 
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determination  process,  rather  than  relinquish  this  responsibility 
to  an  agency  over  which  they  have  no  control.     Finally,  States 
choosing  the  209(b)  option*  may  impose  Medicaid  eligibility  cri- 
teria which  are  more  restrictive  than  SSI  criteria,  so  long  as 
the  criteria  chosen  were  part  of  the  State's  approved  Medicaid 
State  plan  in  January  1972.     Additionally,  however,  209(b)  States 
are  required  to  allow  aged,  blind,  and  disabled  applicants  to  de- 
duct medical  expenses  from  income  when  eligibility  is  determined, 
and  they  must  disregard  all  SSI  and  State  supplementary  payments. 
Some  of  the  States  choosing  the  209(b)  option  did  so  to  protect 
themselves  from  large  increases  in  program  enrollment  that  were 
projected  for  SSI.     Other  States  chose  the  option  in  order  to  im- 
pose a  transfer  of  assets  prohibition  and/or  relatives'  responsi- 
bility requirements,  two  eligibility  policies  which  the  SSI  pro- 
gram does  not  include.     Most  209 (b)   States  feel  that  the  cost 
savings  they  realize  from  enforcing  these  two  eligibility  policies 
offset  the  cost  increases  imposed  on  them  by  the  mandatory  spend- 
down  and  the  requirement  that  they  disregard  SSI  income. 


*Named  for  Section  209(b)   of  the  Social  Security  Amendments 
of  1972,  which  authorizes  States  to  use  more  restrictive  criteria 
as  explained  here . 
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2.2.2    Coverage  Groups 

In  addition  to  deciding  on  the  extent  to  which  they  will  cover 
cash  assistance  recipients  for  Medicaid,  States  must  decide  whether  or 
not  to  cover  certain  optional  Medicaid  groups.     Exhibit  2.2.2  lists 
the  major  optional  coverage  groups  and,  where  possible,  indicates  the 
number  of  States  covering  each  group.     Medically  needy  States  which 
decide  to  cover  any  of  the  optional  groups  as  categorically  needy  must 
also  cover  them  in  their  medically  needy  program. 

The  most  comprehensive  of  the  various  optional  coverage  groups  in 
terms  of  niomber  of  persons  affected  and  potential  costs  are  low-income 
individuals  under  twenty-one  and  families  of  unemployed  fathers.  These 
two  options  open  up  Medicaid  eligibility  to  children  in  two-parent  poor 
families,  a  substantial  portion  of  the  poor  population  whose  needs 
otherwise  go  unmet.     Adding  either  of  these  groups  closely  follows  add- 
ing a  medically  needy  program  in  terms  of  expanding  the  population  of 
potential  eligibles  and,  thus,  in  terms  of  increasing  program  costs. 


EXHIBIT  2.2.2 
OPTIONS:     COVERAGE  GROUPS 


Major  Groups  Allowed 

#  States 

Covering 

• 

SSI  Optional  Supplement  recipients 

(aged,  blind,  and/or  disabled) 

34 

• 

Families  of  unemployed  fathers  (AFDC-U) 

29 

• 

Unborn  children  (AFDC-related) 

30 

• 

Financially  eligible  individuals  under 

21  (MA-21) 

-  All  such  individuals 

17 

(including  the  unborn) 

10 

or 

11 

-  only  certain  reasonable  groups  of 

such  individuals,  e.g.. 

28 

to 

31 

—  children  in  foster  homes  or  child 

care  institutions  for  whom  public 

agencies  are  assiaming  at  least 

some  financial  responsibility 

29 

or 

30 

—  children  in  private  foster  homes 

or  child  care  institutions  (no 

public  support) 

4 
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EXHIBIT  2.2.2,  OPTIONS:     COVERAGE  GROUPS  (cont.) 

Major  Groups  Allowed  # 

States  Covering 

—  children  in  various  medical 
facilities 

12  to  14 

-  No  such  individuals 

2  to  5 

• 

Institutionalized  persons 

-  In  medically-needy  States  (all  such 
persons  covered  if  cost-of-care 
exceeds  income) 

29 

-  Persons  who  would  be  eligible  for 
cash  if  not  residing  in  an  institu- 
tion (only  non-medically  needy 
States  shown) 

19 

-  Only  actual  cash  recipients 

2 

• 

Individuals  who  are  eligible  for  cash 
but  who  have  not  applied 

• 

Individuals  who  would  be  eligible  for 
AFDC  cash  payments  if  child  care  costs 
were  paid  out  of  earnings  rather  than 
paid  by  social  service  funds 

14 

• 

Caretaker  relatives  of  non-cash  AFDC- 
related  individuals  aged  18-21 

28  or  30 

Source:     DHEW,  Medicaid  Bureau.     Taken  from  data  being  gathered 

for  a  planned  report  on  characteristics  of  State  Medicaid 
Programs.     Data  as  of  January  1,  1977.     Ranges  given  when 
available  data  has  not  yet  been  clarified.     Puerto  Rico, 
Guam,  and  Virgin  Islands  not  included. 
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2.2.3    Income  Levels 

As  indicated  in  Exhibit  2.2.3a,  States  are  free  to  establish  their 
own  income  levels  for  both  cash  assistance  and  medical  assistance 
(within  Federal  guidelines)  . 


EXHIBIT  2.2.3a 
OPTIONS  ;     INCOME  LE^/ELS  FOR  MEDICAID  ELIGIBILITY 

Categorically  Needy: 

AFDC- related :     States  must  use  their  own  AFDC  cash  assistance 

payment  standards.  There  are  no  Federal  restric- 
tions on  where  this  standard  is  set. 

Aged,  Blind, 

Disabled:  States  must  use,  at  a  minimum,  their  Januairy  1972 

standards  and  may  use,  at  a  maxim\jm,  300%  of  the 
Federal  SSI  benefit  level  (currently  $5  33.40)  . 

Medically  Needy: 

»    Levels  must  be  uniform  across  categories  and  must  increase 
with  family  size. 

•     They  must  be  at  least  as  high  as  the  highest  cash  payment 
standards,  but  in  no  event  may  they  be  higher  than  133  1/3% 
of  the  highest  AFDC  amount  paid  to  a  family  of  the  same  size. 


Given  this  leeway,  many  States  have  traditionally  set  much  lower 
income  levels  for  AFDC  than  for  adult  categories.     With  the  conversion 
to  SSI  in  1974,  a  national  manimijm  income  level  was  established  for  the 
aged,  blind,  and  disabled.     However,  no  income  floor  has  ever  been 
established  for  AFDC;  setting  the  AFDC  level  is  left  totally  to  the 
discretion  of  States.     For  the  most  part,  the  AFDC  levels  chosen  by 
States  reflect  their  relative  fiscal  capabilities  and  dispositions 
toward  assisting  low-income  families,  and  as  Exhibit  2.2.3b  demon- 
strates, these  levels  vary  widely.     Since  a  State's  medically  needy 
level  is  tied  to  its  AFDC  cash  payment  level,  there  is,  likewise,  no 
income  floor  for  State  medically  needy  levels,  except  as  they  relate  to 
States'  own  AFDC  standards. 
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EXHIBIT  2.2.3b 


DISTRIBUTION  OF  STATES  BY  LEVEL  OF  AFDC  PAYMENT  STANDARD* 
(Figures  are  amounts  per  month) 


Two  Persons 


#  of  States 


Four  Persons 


#  of  States 


$  80 
100 
125 
150 
175 
200 
225 
250 
275 


99- 
124 
149 
174 
199 
224 
249 
274 
299 


3 
2 
4 
8 
3 
9 
3 
14 
2 
2 
1 


$  130 


175 
225 
275 
325 
375 
425 
475 


174 
224 
274 
324 
374 
424 
474 
514 


5 
4 
9 
8 
13 
10 
1 
1 


300 
370 


51 


51 


The  payment  standard  is  the  amount  against  which  income  is 
measured  in  determining  eligibility.     (The  actual  AFDC  payment 
may  be  equal  to  or  less  than  the  payment  standard.) 

*DHEW,  NCSS  Report  D-2    (July  1976) . 


Although  cash  assistance  to  adults  has  been  federalized  in  the  SSI 
program,  all  States  are  required  to  provide  supplements  to  SSI  recipi- 
ents who  had  been  receiving  more  under  the  fo2rmer  assistance  programs 
than  they  now  receive  under  Federal  SSI.     In  addition,  States  may  pro- 
vide optional  supplementary  payments  to  meet  needs  which  are  not  fully 
met  by  the  SSI  payment.     As  Exhibit  2.2.3c  shows,  twenty-two  States 
have  chosen  to  provide  optional  supplements  for  basic  needs  for  indi- 
viduals or  couples  who  maintain  their  own  home. 
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EXHIBIT  2.2.3c 
DISTRIBUTION  OF  STATES  BY  SSI  PAYMENT  LEVEL  INCLUDING 


STATE  SUPPLEMENTS*    (FOR  PERSONS  LIVING  INDEPENDENTLY) 


(Data  Prior  to  the  July  1,  1977,  SSI  Benefit  Increase) 
(Figures  are  amounts  per  month) 


One  Person 


#  of  States 


Two  Persons 


#  of  States 


$168  (no  basic 

supplement) 

169  -  189 

190  -  209 

210  -  229 

230  -  249 

250  -  269 

270  -  289 
290  &  over  (334) 
Variable  ("needs") 
budgeting 


28 
4 

10 
1 
3 
1 
2 
1 


$  252   (no  basic 
supplement) 


29 
7 
9 
0 
2 
1 
0 
2 


253  -  289 
290  -  329 
330  -  369 
370  -  409 
410  -  449 
450  -  489 
490  -  522 


1 


Variable  ("needs") 
budgeting 


1 


51 


51 


*Source :     DHEW/SSA,  "State  Supplementation  Programs  for  the 
Aged,  Blind,  and  Disabled  (As  of  May  21,  1977)," 
(unpublished  computer  listing) . 


In  addition  to  this  basic  optional  supplement.  States  also  can 
provide  supplements  to  the  SSI  benefit  to  cover  special  living  arrange- 
ments and  non-recurring  special  needs.     These  latter  two  areas  of  sup- 
plementation will  be  discussed  further  in  Section  2.2.5,  which  covers 
State  options  in  the  area  of  special  needs  provision. 

If  a  State  chooses  to,  it  can  extend  Medicaid  eligibility  to  its 
optional  supplement  recipients,  if  the  supplement  program  meets  certain 
Federal  requirements. 

With  regard  to  income  eligibility  for  the  medically  needy  program, 
States  are  free  to  set  their  own  levels,  provided  they  stay  within  the 
restrictions  set  forth  in  the  regulations.     The  extent  of  variation 
among  State  medically  needy  levels  is  indicated  in  Exhibit  2.2.3d. 
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EXHIBIT  2 

.2.3d 

DISTRIBUTION  OF  STATE  MEDICALLY 

NEEDY 

LEVELS* 

(Medically 

Needy  Levels 

as  of 

July  1, 

1976) 

(Figures  are  amounts  per 

month) 

One 

If  ox 

Two 

tF  or 

Four 

#  of 

Person 

States 

Persons 

States 

Persons 

States 

$111  - 

119 

1 

$132  -  159 

1 

$176 

-  199 

1 

120  - 

139 

0 

160  -  189 

4 

200 

-  229 

1  ■ 

140  - 

159 

6 

190  -  219 

4 

2  30 

-  259 

1 

160  - 

179 

7 

220  -  249 

6 

260 

-  289 

2 

180  - 

199 

2 

250  -  279 

4 

290 

-  319 

5 

200  - 

219 

■7 

280  -  309 

6 

320 

-  349 

4 

220  - 

239 

1 

310  -  339 

2 

350 

-  379 

5 

240  - 

259 

2 

340  -  358 

2 

380 

-  409 

6 

260  - 

279 

0 

410 

-  429 

2 

280  - 

292 

_2 

440 

-  467 

2 

29 

29 

29 

♦Source : 

DHEW,  Medicaid  Bureau, 

internal  memo, 

October 

1976  . 

In  States  which  have  medically  needy  programs,  categorically- 
related  applicants  whose  incomes  exceed  the  medically  needy  level  may 
still  become  eligible  for  Medicaid,  if  their  medical  expenses  are  high 
enough.     The  law  requires  that  medical  expenses  incurred  by  applicants 
be  deducted  from  their  incomes  when  determining  eligibility.     Thus,  for 
exairple ,  a  working  mother  and  her  child,  who  are  not  eligible  for  AFDC, 
may  become  eligible  for  Medicaid  if  the  child  imdergoes  an  expensive 
hospitalization  which  is  not  covered  by  other  insurance.     This  very 
important  feature  of  the  medically  needy  program  is  called  the  spend- 
down  process ,  and  the  process  of  accumulating  medical  bills  in  order  to 
become  eligible  is  called  "spending-down . " 
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2.2.4    Income  Disregards 

The  Federal  regxilations  require  that  States  disregard  certain 
income  in  determining  financial  eligibility  for  Medicaid.  The 
major  federally-required  disregards  are  listed  in  Exhibit  2.2.4. 

EXHIBIT  2.2.4 
FEDERAL  REQUIREMENTS:      INCOME  DISREGARDS 


CATEGORICALLY  NEEDY: 
AFDC-related 

•  First  $30  of  earned  income  plus  one-third  of  the 
remainder 

•  Actual  work  expenses 

•  Up  to  $5.00  from  any  source  (optional) 
Aged,  Blind,  Disabled  (ABD) 

•  $20  from  any  source 

•  First  $55  of  earned  income  plus  one-half  of  the 
remainder 

•  Work  expenses   (for  blind  only) 

•  Beginning  July  1977:     all  Social  Security  cost-of- 
living  increases 

Both  AFDC  and  ABD 

•  August  1972  Social  Security  cost-of-living  increase 

•  Bonus  value  of  food  stamps 

•  Educational  grants 

•  Uniform  Relocation  Assistance  Act  payments 

•  Benefits  from  Title  VII  Older  Americans  Act 
a  Salary  from  Older  Americans  Program 

•  Payments  from  Titles  I  &  II  of  Economic  Opportunity  Act 

•  Payments  under  Manpower  Development  &  Training  Act 

•  Home  produce  for  consumption 

•  Tax  rebates  on  property  or  food  taxes 

•  Payroll  deductions 

•  Irregular  or  infrequent  income  less  than  $20  unearned, 
$10  earned 
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EXHIBIT  2.2.4,   FEDERAL  REQUIREMENTS:     INCOME  DISREGARDS  (cont.) 


•  Foster  care  payments 

•  Child  support  payments   (one-third  of  payments  under  SSI; 
varies  for  AFDC) 

•  Earnings  of  child  regularly  in  school 

MEDICALLY  NEEDY: 

Disregards  must  be  the  same  as  for  categorically  needy, 
except  that  the  AFDC  earned  income  disregard  ($30  +  1/3)  may> 
not  be  used. 


The  purpose  of  having  these  disregards  is  to  increase  vertical 
equity;  if  benefits  were  reduced  dollar  for  dollar  with  every  increase 
in  income,  then  persons  who  have  non- as si stance  income  would  be  no 
better  off  than  persons  with  no  other  income.     Further,  earned  income 
disregards  provide  a  work  incentive. 

For  AFDC- related  Medicaid  applicants   (categorically  needy  and 
medically  needy) ,  States  must  use  exactly  the  same  income  disregards 
which  are  used  in  determining  financial  eligibility  for  AFDC  payments. 
A  major  exception  to  this  rule  is  that  medically  needy  recipients  and 
persons  who  are  applicants  for,  not  on-going  recipients  of,  AFDC  pay- 
ments are  not  allowed  the  AFDC  $30  and  one- third  earned  income  disre- 
gard . 

In  States  which  use  SSI  criteria,  income  disregarded  in  determin- 
ing SSI  eligibility  must  also  be  disregarded  for  Medicaid.     More  lim- 
ited disregards  may  be  allowed  to  aged,  blind,  and  disabled  applicants 
in  209(b)   States,  except  that,  as  noted  earlier,  incurred  medical 
expenses  and  any  SSI  or  State  supplementary  payments  must  be  deducted 
when  determining  eligibility. 
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2.2.5    Inclusion  of  Special  Needs 

States  may  provide  for  special  needs  in  eligibility  determination, 
within  the  Federal  giiidelines  outlined  in  Exhibit  2.2.5a.  Special 
needs  grants  supplement  basic  grants  for  persons  requiring  more  money 
to  achieve  the  same  minimum  level  of  well-being  as  other  welfare  re- 
cipients . 


EXHIBIT  2.2.5a 
OPTIONS:     SPECIAL  NEEDS 

•  States  may  raise  categorically  needy  income  levels  to 
allow  for  special  needs. 

•  For  AFDC,  any  special  need  may  be  included,  as  long  as  it 
is  based  on  need  and  provided  statewide. 

•  For  State  supplementation  of  SSI,  almost  any  special  need 
may  be  included,  as  long  as  it  is  based  on  need,  provided 
statewide,  made  to  some  reasonable  class  of  persons,  and 
not  subject  to  rateable  reductions.     (These  requirements 
apply  only  if  Medicaid  coverage  is  granted  to  supplement 
recipients . ) 

•  Special  needs  may  not  be  included  in  medically  needy 
standard. 


With  conversion  to  the  SSI  flat  grant,  Federal  matching  for 
special  needs  for  the  adult  categories  was  eliminated.  Neverthe- 
less, some  States  have  chosen  to  continue  providing  for  special 
needs  to  adults  through  optional  supplementation.     States  pro- 
viding optional  supplements  for  special  needs  do  so  primarily  to 
meet  special  needs  related  to  living  arrangements ,  such  as  domi- 
cilary  care  or  room  and  board  situations .     Their  primary  rationale 
for  doing  so  is  that  providing  for  non-institutional  special  living 
arrangements  saves  the  State  monev  in  the  long  run;  it  allows  for 
more  appropriate  and  less  costly  placement  of  persons  who  are  not 
in  need  of  the  extent  of  care  provided  in  nursing  homes.  Exhibit 
2.2.5b  shows  the  range  of  States  providing  for  the  major  special 
living  arrangements. 
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EXHIBIT  2.2.5b 

DISTRIBUTION  OF  STATES  BY  SPECIAL 
LIVING  ARUANGEMENT  VARIATION  THROUGH 
THE  SSI  OPTIONAL  SUPPLEMENTATION  PROGRAM* 


#  of  States 
Providing 


Domiciliary  Care  29 
(generally  defined  as  room  and  board 
with  supervision;  level  of  care  ranges 
from  minimal  supervision  to  closer 
supervision  with  some  medical  care) 

Room  and  Board  10 

Restaurant  Meals  4 

Individual  Living  with  Essential 

Spouse  11 


*DHEW,  The  Supplemental  Security  Income  Program  for  the 
Aged,  Blind,  and  Disabled,  January,  1975. 


Special  needs  continue  to  be  federally-matched  for  AFDC.  How- 
ever, many  States  which  have  traditionally  provided  for  AFDC  special 
needs  have  opted  to  "fair-average"  them  into  a  flat  grant  which  is 
easier  to  administer.     Some  examples  of  special  needs  frequently 
provided  for  AFDC  recipients  include  allowances  for  laundry,  tele- 
phone, transportation,  and  school  books  and  supplies. 
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2.2.6    Resource  Levels 

As  Exhibit  2.2.6a  shows,  there  are  some  Federal  requirements  to 
which  States  must  adhere  in  establishing  allowable  resource  levels  for 
eligibility  determination,  but  within  these  requirements  there  are 
also  options. 


EXHIBIT  2.2.6a 
OPTIONS:      ALLOWABLE  LEVELS  OF  RESOURCES 

If 

using  SSI  criteria  for  Medicaid,  a  State  must  follow  SSI 

resource  criteria: 

• 

Resources  may  not  exceed  $1,500  for  one  person,  $2,250 

for  two,  but 

• 

The  following  items  are  excluded  from  consideration: 

—  the  homestead 

—  household  goods,  personal  effects,   and  an  automobile 

(so  long  as  the  total  does  not  exceed  $1,500) 

—  property  essential  to  self-support 

—  (for  the  blind  and  disabled  only)   resources  necessary 

to  fulfill  a  plan  of  self-support 

• 

Only  cash  value  of  life  insurance  is  considered 

If 

not  using  SSI  criteria.  State  may  use  more  restrictive 

criteria  so  long  as  those  criteria  are  no  more  restrictive 

than  those  in  effect  in  the  State  in  January  1972. 

AFDC: 

State  may  set  any  resource  criteria  with  the  following 

limitations  for  liquid  resources: 

• 

$2,000  maximum  for  each  individual  recipient 

• 

The  value  of  a  homestead,  personal  effects,  automobile, 

and  income-producing  property  are  not  counted  in  this 

limit 

MEDICALLY 

tJEEDY : 

State  may  set  any  resource  criteria,  but  such  criteria 

must  be  uniform  across  categories  and  at  least  as 

liberal  as  the  highest  resource  level  allowed  for  cash 

i 

recipients  in  the  State. 
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with  regard  to  resource  criteria  for  aged,  blind,  and  disabled 
applicants,  only  209(b)  States  can  set  their  resource  limits  for  ^!edi- 
caid  lower  than  those  used  in  the  SSI  program.     Data  on  the  number  of 
209(b)  States  which  apply  liquid  asset  criteria  which  are  more  re- 
strictive than  those  used  in  the  SSI  program  is  not  readily  available. 

States  may  set  their  cash  resource  level  for  AFDC  at  any  point 
within  the  Federal  maximum  limits.     Given  this  flexibility,  many  States 
tend  toward  restrictiveness .     As  demonstrated  in  Exhibit  2.2.6b,  only 
a  few  States  have  set  their  liquid  resources  level  at  or  close  to  the 
allowable  maximum. 


EXHIBIT  2.2.6b 

DISTRIBUTION  AMONG  STATES  BY 
AFDC  LIQUID  RESOURCE  LIMITATIONS* 


Limit  for 
Two  Persons  #  of  States 

Up  to       $500  12 

$     501  -  1,000  17 

1,001  -  1,500  12 

1,501  -  2,000  3 

Over      $2,000  7 


*DHEW,  Characteristics  of  State  Plans  for  AFDC,  1976 


States  also  vary  in  their  approach  to  setting  a  limitation  on  the 
value  of  a  homestead  as  a  resource  to  program  applicants.  Exhibit 
2.2.6c  shows  that  fourteen  States  have  chosen  to  limit  the  value  of  a 
homestead  for  AFDC  applicants,  while  the  remainder  of  the  States  do  not 
place  any  maximim  limitation  on  this  group.     For  adult  categorically 
needy  cases,  nine  of  the  fifteen  209(b)  States  set  a  maximum  value 
limitation  on  a  homestead,  while  there  is  no  such  restriction  placed  on 
adult  recipients  in  the  thirty-five  States  using  SSI  criteria. 
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EXHIBIT  2.2.6c 

DISTRIBUTION  OF  STATES  BY 

HOMESTEAD  VALUE  LIMITATIONS 

ABD  in 

AFDC* 

#  of  States 

20y(D)  states** 

#  of  States 

$  1 , 000  -     5 ,000 

4 

$  2,500  -  5.000 

2 

5,001  -  10,000 

5 

5,001  -  15,000 

5 

10,001  -  15,000 

2 

15.001  -  25.000 

2 

15,001  -  20,000 

0 

No  maximum 

6 

20,001  -  25,000 

2 

25,001  -  30,000 

1 

ABD  in 

No  maximum 

36 

SSI  States 

No  maximum 

35 

*DHEW,  Characteristics  of 

State  Plans  for  AFDC 

,  1976, 

North  Dakota  not  included  since 

limitation  varies  by 

size  and 

needs  of  case. 

* *Inf ormation 

obtained  from 

Medicaid  Bureau  staff. 
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2.2.7    Accounting  Periods 

Another  option  States  have  is  in  determining  what  length  account- 
ing period  to  use  for  income  consideration.     Exhibit  2.2.7  outlines 
the  Federal  guidelines  governing  this  choice. 


EXHIBIT  2.2.7 
OPTIONS:      ACCOUNTING  PERIODS 

AFDC 

• 

States  are 

allowed  up  to  six  months 

ABD 

• 

SSI  uses  a 

quarterly  period 

• 

States  are 

allowed  up  to  six  months 

MEDICALLY  NEEDY 

• 

States  are 

allowed  up  to  six  months 

Most  States  have  opted  to  use  a  monthly  accounting  period  for 
AFDC;   for  the  medically  needy,  they  tend  to  vary  accounting  periods  by 
type  of  case,  i.e.,  spend-down,  long-term  care,  non-long-term  care. 
SSI  uses  a  quarterly  accounting  period;  however,  States  can  use  for 
Medicaid  whatever  accounting  period  they  wish. 

The  choice  of  an  accounting  period  for  income  consideration  is  a 
very  significant  one,  though  its  importance  is  often  overlooked.  Be- 
cause coxintable  income  may  fluctuate,  the  amount  of  income  taken  into 
consideration  at  one  time  affects  eligibility,  and  thus,  affects  pro- 
gram costs . 
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2.2-8    Eligibility  Periods 

States  have  flexibility  in  establishing  the  length  of  the 
eligibility  period  up  to  certain  maximuins  for  the  various  assis- 
tance categories.     An  eligibility  period  is  defined  as  the  length 
of  time  before  a  redetermination  of  eligibility  is  due.  Exhibit 
2-2.8  outlines  the  eligibility  period  maximums. 


EXHIBIT  2.2.8 
OPTIONS:      ELIGIBILITY  PERIODS  FOR  MEDICAID 

AFDC 

•    Redeterminations  must  be 

made  at  least  every  six 

months 

ABD 

•    Redeterminations  must  be 

made  at  least  every  twelve 

months 

MEDICALLY  NEEDY 

•    States  are  allowed  up  to 

six  months 

RETROACTIVE  COVERAGE 

•    For  all  groups ,  Medicaid 

coverage  must  be  provided  for 

up  to  three  months  prior 

to  application,  if  the  appli- 

cant  was  eligible  at  the 

time  the  services  were  re- 

ceived. 

Generally,  States  set  the  eligibility  period  for  the  AFDC  and 
medically  needy  at  the  six  month  maximum,  while  they  use  the  full 
twelve  months  allowed  for  adult  categorically  needy  recipients,  a 
group  whose  'circumstances  are  less  subject  to  change. 

In  addition,  Medicaid  coverage  must  be  extended  retroactively 
up  to  three  months  prior  to  application,  if  the  applicant  was,  in 
fact,  eligible  at  the  time  Medicaid-covered  services  were  rendered 
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2-2.9    Additional  Eligibility  Criteria 

There  are  several  other  eligibility  criteria  States  are  allowed 
to  impose,  the  most  important  of  which  are  a  transfer  of  assets  pro- 
hibition and  relatives'   responsibility  requirements.     Exhibit  2.2.9  des- 
cribes Federal  requirements  relating  to  these  two  eligibility  criteria. 


EXHIBIT  2.2.9 
OPTIONS;      ADDITIONAL  ELIGIBILITY  CRITERIA 

•  Relatives'  responsibility/Deeming  (limited  to  spouses  and 
parents  of  applicants) 

Federal  reqiii-rements : 

SSI:      After  spouses  have  been  living  separately  for  one 
month  (six  months  if  both  are  eligible) ,  deeming 
of  income  ceases. 

After  a  child  has  been  out  of  the  parents'  home 
for  one  month,  deeming  of  income  from  the  parents 
ceases . 

AFDC :     States  are  authorized  to  hold  parents  or  spouses 

of  Medicaid  recipients  financially  responsible  for 
the  cost  of  care  indefinitely. 

•  Transfer  of  Assets 

Federal  requirements : 

SSI :       If  using  SSI  criteria,  a  State  may  not  impose  a 
transfer  of  assets  prohibition. 

AFDC:     States  may  set  limits  on  the  length  of  time  and 
the  extent  to  which  asset  transfers  render  a 
person  ineligible. 


Most  States  have  traditionally  opted  both  to  consider  the  assets 
and  income  of  responsible  relatives  and  to  deny  Medicaid  eligibility 
to  applicants  who  transfer  assets  without  adequate  compensation  with- 
in some  specified  period  prior  to  application.     (The  latter  restric- 
tion is  referred  to  as  a  "transfer  of  assets  prohibition.")  With 
conversion  to  SSI,  however,  States  which  chose  to  use  SSI  criteria 
for  Medicaid  eligibility  are  no  longer  allowed  to  do  so.  According 
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to  current  policy,  the  only  way  a  State  can  impose  such  requirements 
on  adult  recipients  is  by  becoming  a  209(b)  State  and  thereby  taking 
on  the  mandatory  spend-down  and  disregard  of  SSI  and  State  supple- 
mentary payments.     However,  Federal  reqiiirements  do  not  preclude  a 
State  from  attempting  to  retroactively  recoup  the  cost  of  medical 
services  to  recipients  from  responsible  relatives. 
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2.3    Medicaid  Operating  Statistics 

Also  important  to  understanding  Medicaid  eligibility  is  basic 
information  about  the  size  and  characteristics  of  the  enrolled  popu- 
lation and  the  level  of  expenditures.     These  statistics  provide  in- 
sight into  the  fiscal  repercussions  of  certain  eligibility  policies. 

2.3.1    Overall  Expenditiores  and  Enrollees 

The  Medicaid  Program  has  mushroomed  from  a  relatively  unsiab- 
stantial  portion  of  overall  transfers  to  poor  persons  to  the 
largest  component.     Medicaid  expenditures  now  roughly  equal  AFDC 
and  SSI  cash  payments  combined.     In  the  decade  1968  to  1978,  ex- 
penditures for  recipients  will  have  grown  from  $3.5  billion  to  an 
estimated  $19.1  billion.     As  can  be  seen  in  Exhibit  2.3.1a,  the 
data  suggest  that  program  cost  increases  cannot  be  attributed  pri- 
marily to  increases  in  utilization;  rather,  they  are  the  result  of 
rises  in  the  number  of  recipients  and  in  medical  care  prices.  The 
number  of  recipients  rose  by  108%  in  the  eight  years  following  1968; 
prices  rose  by  74%;  and  utilization  rose  by  only  12%. 

Fiscal  year  1974  is  the  most  recent  year  for  which  detailed 
data  are  available.     Exhibits  2.3.1b-d  give  information  on  the  num- 
bers of  recipients,  the  total  expenditures,  and  expenditures  per 
recipient  in  that  year.     A  few  important  facts  stand  out: 

•  In  fiscal  1974,  nearly  twenty  million  persons  received 
services  paid  by  Medicaid.     Expenditures  totaled  $9.9 
billion*  for  an  average  of  $500  per  person.     (In  fiscal 
1976,  coverage  had  grown  to  over  twenty- four  million  per- 
sons at  an  average  annual  cost  of  nearly  $700  per  person.) 

•  Expenditures  for  medical  care  for  aged,  blind,  and  dis- 
abled persons  amounted  to  two-thirds  of  total  expenditures 
even  though  these  persons  represented  only  one-third  of 
all  recipients. 

•  Average  expendifures  for  aged  and  disabled  persons  were 
approximately  $1,000  even  though  Medicare  covers  a  sub- 
stantial portion  of  all  acute  care  costs. 

•  Eighty-five  percent  of  all  Medicaid  recipients  also 
received  cash  assistance. 


*See  note  to  Exhibit  2. 3. Id. 
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EXHIBIT  2.3.1b 
NUMBERS  OF  PERSONS    (IN  THOUSANDS )  ACTUALLY 


RECEIVING  CARE  BY  CATEGORY  FY  1974* 


Received  Cash 
Assistance 

Did  Not  Receive 
Cash  Assistance 

All 
uauegones 

All  Persons 

16,405 

3,773 

20,178 

All  Aged,  Blind,  Disabled 

4,523 

1,640 

6,163 

Aged 

2,562 

1,225 

3,787 

Blind 

103 

33 

136 

Disabled 

1,858 

382 

2,240 

All  AFDC  / 

11,571 

1,327 

13,078 

Children 

7,910 

916 

8,826 

Adults 

3,841 

411 

4,252 

All  Other 

131 

806 

937 

Children 

69 

305 

374 

Adxilts 

62 

501 

563 

EXHIBIT  2.3.1c 
AVERAGE  EXPENDITURE  PER  RECIPIENT  FY  1974* 


Received  Cash 
Assistance 

Did  Not  Receive 
Cash  Assistance 

All 

Categories 

All 

Persons 

$ 

343 

$ 

1,127 

$ 

490 

All 

Aged,  Blind,  Disabled 

$ 

627 

$ 

2  ,021 

$ 

998 

Aged 

$ 

459 

$ 

2  ,051 

$ 

974 

Blind 

$ 

534 

$ 

758 

$ 

588 

Disabled 

$ 

863 

.  $ 

2  ,037 

$ 

1,063 

All 

AFDC 

$ 

2  38 

<; 

V 

437 

$ 

255 

Children 

$ 

166 

$ 

361 

$ 

186 

Adults 

$ 

476 

$ 

606 

$ 

398 

All 

Others 

$ 

282 

$ 

442 

$ 

419 

Children 

$ 

217 

$ 

361 

$ 

334 

Adults 

$ 

355 

$ 

491 

$ 

476 

♦Excludes  Guam,  Puerto  Pdco,  cuid  the  Virgin  Islands. 
Source:     DHEW/SRS/NCSS  Report  B-4   (FY  74). 
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EXHIBIT  2.  3.  Id 
ESTIMATED  EXPENDITURES  FOR  MEDICAL  CARE 


(IN  MILLIONS)   BY  CATEGORY  FY  1974* 


Received  Cash 
Assistance 

Did  Not  Receive 
Cash  Assistance 

All 
Categories 

All 

Persons 

$ 

5,629 

$ 

4,251 

$  9,880** 

All 

Aged,  Blind,  Disabled 

$ 

2,835 

$ 

3,315 

$6 ,150 

Aged 

$ 

1,177 

$ 

2  ,512 

$3  ,689 

Blind  ' 

$ 

55 

$ 

25 

$  80 

Disabled 

$ 

1,603 

$ 

778 

$2,381 

All 

AFDC 

$ 

2,757 

$ 

580 

$3,337 

i 

Children 

$ 

1,312 

$ 

331 

$1,643 

Adults 

$ 

1,445 

$ 

249 

$1,694 

All 

Other 

$ 

37 

$ 

365 

$  393 

Children 

$ 

15 

$ 

110 

$  125 

Adults 

$ 

22 

$ 

246 

$     26  8 

♦Excludes  Guam,  Puerto  Rico,  and  Virgin  Islands. 

Source:     DHEV7/SRS/NCSS  Report  B-4    (FY  '74). 

**This  figure  does  not  match  with  that  on  Exhibit  2.3.1a  because 
the  data  are  collected  from  different  forms  in  different  ways. 
Exhibit  2.3.1a  probably  provides  a  more  accurate  reflection  of 
total  costs  since  those  figures  are  derived  from  financial 
management  reports.     Unfortunately,  detailed  data  are  not 
available  from  such  reports. 
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•  Medical  expenses  for  those  persons  not  receiving  cash  are 
on  average  nearly  four  times  greater  than  expenses  for 
persons  receiving  cash.     The  former  thus  account  for  over 
forty  percent  of  total  expenditures  even  though  they 
represent  only  fifteen  percent  of  recipients. 

•  The  vast  majority  of  expenses  for  persons  not  receiving 
cash  are  incurred  by  aged  and  disabled  persons. 

It  is  important  to  recognize  that  the  persons  classified  as  not 
receiving  cash  are  not  all  in  the  "medically  needy"  classification. 
A  substantial  portion  of  these  persons  meet  the  income  and  asset 
levels  for  cash  assistance,  but  cannot  receive  money  payments  be- 
cause they  are  institutionalized.     Others  are  eligible  for  cash  but 
choose  not  to  receive  it.     Indeed,  USR&E's  calculations  suggest  that 
only  forty  percent  of  persons  not  receiving  cash  are  actually  "medi- 
cally needy."     USR&E  further  estimates  that  expenditures  for  the 
medically  needy  are  about  one-half  of  the  total  spent  on  non-cash 
recipients,  or  about  twenty  percent  of  total  Medicaid  expenditures. 

2.3.2     The  Institutionalized  Population 

Medicaid  spends  a  su2rprisingly  large  share  of  its  budget  for 
long  term  care  institutional  services.     Several  remarkable  facts 
emerge  when  one  looks  carefully  at  the  institutionalized: 

•  Thirty-eight  percent  of  the  Medicaid  budget  in  FY  1975 
was  spent  for  skilled  nursing  home  and  intermediate  care 
services.     (See  Exhibit  2.3.2.)     Only  six  percent  of  all 
recipients  received  such  services. 

•  Seventy- five  percent  of  Medicaid  expenditures  for  the 
aged  went  for  long  term  care  services.     Indeed,  the 
Medicaid  costs  of  long  term  care  for  the  aged  exceed  the 
total  costs  of  all  SSI  cash  payments   (Federal  and  State) 
to  the  aged. 

•  Between  FY  1974  and  FY  1975,   long  term  care  expenditures 
rose  by  twenty-eight  percent. 

The  lessons  from  this  brief  glance  at'  the  data  are  simple  but 
important.     First,  services  to  the  aged  and  disabled  account  for  a 
disproportionate  part  of  Medicaid  expenditures,  and  thus,  eligibility 
policy  for  these  groups  merits  special  attention.     Second,  although 
Medicaid  eligibility  policy  currently  is  derived  from  cash  assistance 
policy  with  a  few  modifications,  over  forty  percent  of  Medicaid 
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expenditures  go  to  persons  receiving  no_  cash  assistance.  Third, 
the  long  term  institutionalized  accoijnt  for  a  remarkable  portion  of 
total  expenses,  even  though  they  represent  only  a  small  proportion 
of  enrollees .     Long  term  care  expenses  for  the  aged  are  greater  than 
the  cash  assistance  expenditures  for  the  aged,  yet  the  cash  assis- 
tance program  continues  to  largely  determine  the  eligibility  policy. 

2.3.3    Geographic  Distribution 

Although  Medicaid  is  provided  to  persons  in  forty-nine  States  and 
the  District  of  Columbia,  expenditures  are  distributed  very  unevenly 
between  States.  'Exhibit  2.3.3a  and  2.3.3b  on  the  following  pages  show 
that  New  York  and  California  alone  account  for  over  one-third  of  Medi- 
caid expenditures,  and  nearly  that  proportion  of  recipients.  New 
York,  which  has  the  second  highest  number  of  recipients  (13.3%)  has  by 
far  the  highest  expenditures,  totaling  21.2%  of  all  expenditures. 

The  dramatic  concentration  of  Medicaid  recipients  and  expendi- 
tures cannot  be  attributed  solely  to  large  concentrations  of  poor  per- 
sons.    The  top  ten  States  shown  on  Exhibit  2.3.3b  have  only  forty- four 
percent  of  all  poor  persons  but  account  for  sixty-eight  percent  of 
expenditures.     With  two  or  three  exceptions,  these  States  have  medi- 
cally needy  programs,  set  high  income  and  resource  levels,  and  cover 
most  of  the  optional  Medicaid  groups. 
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EXHIBIT  2.3.3a 
TOTAL  MEDICAID  VENDOR  PAYMENTS 


BY  SIZE  OF  STATE  PROGRAM,   FY  1976 


Twenty  Largest 
States 
82.8% 


New  York 

21.2% 

California 

12.7% 

Illinois 

Michigan 

Pennsylvania 

Texas 

Massachusetts 

Ohio 

Wisconsin 

New  Jersey 

Minnesota*  •  Louisiana 

Georgia 

Connecticut* 

Maryland  Florida 

Indiana 

*  Tennessee* 

North 

Virginia 

Carolina* 

All  Other  States ■ 

17.2% 

Ten  Largest 
States 
67.5% 


*Not  in  top  twenty  for 
number  of  recipients. 
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EXHIBIT  2.3.3b 
TOTAL  MEDICAID  POPULATION  BY 


SIZE  OF  STATE  PROGRAMS,   FY  1976 


Twenty  Largest 
States 
83.4% 


California 
16.9% 


New  York 
13.3% 


Puerto  Rico* 

Pennsylvania 

Illinois 

Massachusetts 

Mi chigan 

Ohio 

Texas 

New  Jersey 


^     Ten  Largest 
States 
67.8% 


Georgia 

Maryland 

Alabama* 

Florida 

Missouri* 


Kentucky 

Wisconsin 

Virginia 

Louisiana 

Washington* 


All  Other  States 
16.6% 


*Not  in  top  twenty 
for  expenditures. 
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ABD  or  Adult: 


Aged,  blind,  and  disabled.     This  term  is 
Tosed  when  the  focus  is  on  categorical  re- 
latedness  and  not  receipt  of  SSI. 


AFDC; 


Aid  to  Families  with  Dependent  Children 


AFDC-UF; 


Aid  to  Families  with  Dependent  Children  in 
which  there  is  an  unemployed  or  underem- 
ployed father  in  the  home.     This  is  an  op- 
tional State  cash  assistance  and/or  Medicaid 
coverage  group. 


Accounting  period: 


Time  period  over  which  income  is  considered 
in  eligibility  determination. 


CFR: 


Code  of  Federal  Regulations.     It  should  be 
noted  that  effective  October  1,  1977,  the  CFR 
cites  for  Medicaid  eligibility  will  be  changed 
from  Title  45,  Part  248  to  Title  42,  Part  448. 
Therefore,  45  CFR  248.1  will  become  42_  CFR 
448.1. 


Categorically 
needy   (CN) : 


Persons  eligible  for  Medicaid  because  of 
eligibility  for  cash  assistance. 


Eligibility 
period : 


Length  of  time  before  a  redetermination  of 
eligibility  is  due. 


FFP: 


Federal  financial  participation  or  matching 
to  States. 


Filing  unit: 


Family  members  whose  needs  are  considered 
jointly  in  an  application  for  cash  and/or 
medical  assistance. 


Horizontal  equity 


The  concept  that  persons  in  similar  circum- 
stances should  be  treated  similarly. 


MA-21 : 


Medical  Assistance  to  children  under  age 
twenty-one  in  low-income  families.     This  is 
an  optional  State  Medicaid  coverage  group. 


MMIS: 


Medicaid  Management  Information  System. 


i 


Medicaid  cap 


The  ceiling  set  by  Federal  law  on  the  amount 
of  income  an  aged,  blind,  or  disabled  person 
can  have  and  still  qualify  for  Medicaid  as  a 
categorically  needy  Medicaid  recipient.  As 
of  July  1,  1977,  this  amount  was  $5  33.40  per 
month ,  or  300%  of  the  Federal  SSI  payment 
standard. 


Niedically 
Needy   (MN) : 


Persons  eligible  for  Medicaid  but  ineligible 
for  cash  assistance  because  their  income 
and/or  resources  are  too  high. 


NCSS : 


National  Center  for  Social  Statistics,  DHEW. 


Rateable 
reduction : 


A  percentage  applied  to  either  the  budget 
deficit  or  to  the  need  standard  to  determine 
the  amount  of  money  payment  by  States  which 
do  not  meet  full  need  for  AFDC. 


SSI : 


Supplemental  Security  Income  Program, 


SSP  or  OSS: 


State  supplement  payment  (also  called  op- 
tional State  supplement)  to  the  basic  SSI 
grant . 


Spend- down : 


The  process  whereby  categorically-related 
persons  whose  income  exceeds  the  medically 
needy  level  may  become  eligible  for  Medicaid 
if  their  medical  expenses  are  high  enough. 
To  spend-down,  an  applicant  must  incur  medi- 
cal expenses  at  least  equal  to  the  amount  by 
which  his/her  income  exceeds  the  medically 
needy  level. 


Target  efficiency 


The  concept  that  scarce  resources  should  be 
targeted  on  those  most  in  need. 


Title  II  or  OASDI: 


Old  Age,  Survivors,  and  Disability  Insurance 
Program,  more  commonly  referred  to  as  the 
Social  Security  Program. 


Vertical  equity: 


The  concept  that  persons  and  families  who 
earn  more  should  end  up  with  a  greater  total 
income  than  those  who  earn  less. 


Work  incentive 


The  concept  tliat  those  persons  who  are  able 
to  work  should  have  a  strong  incentive  to 
do  so. 


1634  States: 


States  in  which  all  SSI  recipients  are  auto- 
matically eligible  for  Medicaid;   a  separate 
application  is  not  necessary.  Eligibility 
is  determined  by  the  Social  Security  Admin- 
istration. 


Title  XVI  States :       States  in  which  all  SSI  recipients  are  eli- 
gible for  Medicaid;  however,  they  have  to 
file  a  separate  application  with  the  State 
Medicaid  agency. 

209(b)   States:  States  in  which  all  aged,  blind,  and  disabled 

persons  have  to  meet  more  restrictive  State 
standards  in  order  to  be  eligible  for  Medi- 
caid and  must  file  a  separate  application 
with  the  State  Medicaid  agency.     However,  SSI 
income  has  to  be  disregarded  in  the  deter- 
mination of  available  incoite.     Also,  all 
adult  Medicaid  applicants  must  be  allowed  to 
spend  down  regardless  of  whether  or  not  the 
State  has  a  medically  needy  program. 
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